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SECURITIES ACT OF 1933 
Release No. 5718/June 11, 1976 


TEMPORARY SUSPENSION OF THE REGULATION A 
EXEMPTION OF W.E. HAUCK, INC. 


The Securities and Exchange Commission has issued an 
order temporarily suspending the Regulation A exemption 
from registration under the Securities Act of 1933, as 
amended, with respect to the offering of securities of W.E. 
Hauck, Inc. (the Issuer’), 1207 Alpharetta Street, Alpharet- 
ta, Georgia. 


Pursuant to a Notification filed on October 31, 1975, the 
Issuer proposed to offer 425,000 shares of its Common 
Stock, par value $.10, for cash at $1.00 per share, 52,000 
shares of its Common Stock in exchange for Common Stock 
in Reid-Provident Laboratories, Inc., and 25,000 shares of 
its Common Stock for certain assets of American Research 
Laboratories, Inc. The Atlanta firm of ETl Corporation was to 
serve as underwriter for the offering. No shares, however, 
have yet to be sold pursuant to the Regulation A exemption, 
nor has the Atlanta Regional Office cleared the filing. 
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According to the order, the Commission has reason to 
believe that: (a) the Notification and Offering Circular of the 
Issuer contain untrue statements of material facts and omit 
to state material facts necessary in order to make the 
statements made, in light of the circumstances under which 
they are made, not misleading, with respect to, among other 
things, the failure to disclose the use of a solicitation letter 
containing misleading statements prior to filing of the 
Notification and Offering Circular and the failure to disclose 
that the Commission had not given preliminary approval to 
the Issuer's offering, as falsely stated in the solicitation 
letter; (b) the terms and conditions of Regulation A have not 
been complied with in that, among other things, the offering 
would exceed the $500,000 ceiling limitation imposed un- 
der Rule 254; and (c) the offering, if made, would be in 
violation of Section 17 of the Securities Act of 1933, as 
amended. 








SECURITIES EXCHANGE ACT OF 1934 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12536/June 11, 1976 


NOTICE OF INCLUSION IN PUBLIC FILE OF NON- 
CONFIDENTIAL PORTIONS OF STUDY PREPARED FOR 
THE COMMISSION'S STAFF BY R. SHRIVER ASSOCIATES 


The Commission today made public the non-confidential 
portions of ‘An Analysis of the Current Costs of Clearing and 
Settling Securities Transactions and Cost Implications of the 
Development of a Unified National System” prepared for the 
Commission's staff by R. Shriver Associates of Parsippany, 
New Jersey (the ‘Shriver Study”). 


The Commission believes the issues addressed in the Shriver 
Study may be of interest to persons who intend to comment 
on the application of National Securities Clearing Corpora- 
tion (“NSCC”) for registration as a clearing agency or to par- 
ticipate in the hearings on the application scheduled to com- 
mence on June 16, 1976. Accordingly, the portions of the 
Shriver Study made public have been included in File No. 
600-15, the file established in connection with NSCC’s 
application for registration as a clearing agency. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12537/June 11, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY THE 
OPTIONS CLEARING CORPORATION (File No. SR-OCC- 
76-5) 
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The Options Clearing Corporation (“OCC”) submitted on 
June 2, 1976 proposed rule changes pursuant to Rule 19b- 
4 under the Act amending certain OCC By-Laws and Rule 
604 to permit clearing members to deposit as margin or as 
contributions to the OCC clearing fund, United States 
Government securities having maturities of five years or 
more from the date of issue. In addition, the proposed rule 
changes specify the method to be used by OCC in deter- 
mining the current market value of Government securities 
for the purpose of margin and clearing fund deposits. 


Publication of the submission is expected to be made in the 
Federal Register during the week of June 14, 1976. 
Interested persons are invited to submit written data, views 
and arguments concerning the submission within twenty- 
one days from the date of publication in the Federa/ 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference should 
be made to File No. SR-OCC-76-5. 


Copies of the submission, with accompanying exhibits, and 
of all written comments will be available for public inspec- 
tion at the Securities and Exchange Commission's Public 
Reference Room, 1100 L Street, N.W., Washington, D.C. 
Copies of the filing will also be available at the principal of- 
fice of the above-mentioned self-regulatory organization. 


For the Commission, by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12538/June 11, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY THE 
OPTIONS CLEARING CORPORATION (File No. SR-OCC- 
76-4) 


The Options Clearing Corporation (“OCC’’) submitted, on 
May 25, 1976, a proposed rule change pursuant to Section 
19(b) of the Securities Exchange Act of 1934 and Rule 19b- 
4 thereunder. The rule change makes explicit the standards 
by which OCC determines eligibility for clearing membership 
in OCC. The standards are designed to assure OCC that 
prospective clearing members have satisfactory operational 
capabilities, financial responsibility, and competence. 


The foregoing rule change has become effective pursuant to 
Section 19(b)(3) of the Securities Exchange Act of 1934. At 
any time within sixty days of the filing of such proposed rule 
change, the Commission may summarily abrogate the rule 
change if it appears to the Commission that such action is 
necessary or appropriate in the public interest, for the 
protection of investors, or otherwise in furtherance of the 
purposes of the Securities Exchange Act of 1934. 
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Publication of the submission is expected to be made in the 
Federal Register during the week beginning June 14, 1976. 
Interested persons are invited to submit written data, views 
and arguments concerning the submission within three 
weeks from the date of publication in the Federa/ Register. 
Persons desiring to make written submissions should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North Capitol 
Street, Washington, D.C. 20549. Reference should be made 
to File No. SR-OCC-76-4. 


Copies of the submission, with accompanying exhibits, and 
of all written comments will be available for public inspec- 
tion at the Securities and Exchange Commission's Public 
Reference Room. 1100 L Street, N.W., Washington, D.C 
Copies of the filing will also be available at the principal of- 
fice of the above-mentioned self-regulatory organization. 


For the Commission, by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12539/June 11, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY THE 
PACIFIC STOCK EXCHANGE, INC. 
File No. SR-PSE-76-17 


The Pacific Stock Exchange, Inc. ("PSE’’) submitted on May 
28, 1976 proposed rule changes under Rule 19b-4 to per- 
mit the trading of options whose underlying securities are 
primarily traded in the over-the-counter market provided 
such securities have been granted unlisted trading privileges 
on that exchange. 


Publication of the submission is expected to be made in the 
Federal Register during the week of June 14, 1976. In order 
to assist the Commission to determine whether to approve 
the proposed rule changes or institute proceedings to deter- 
mine whether the proposed rule changes should be disap- 
proved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 30 days from the date of publication in the Federa/ 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and xchange Commission, 500 North 
Capitol Street, Washington, D. C. 20549. Reference should 
be made to File No. SR-PSE-76-17. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission’s Public Reference Room, 1100 L Street, N.W., 
Washington, D. C. Copies of the filing will also be available 
at the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
Pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12540/June 11, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
CHICAGO BOARD OPTIONS EXCHANGE (File No. SR- 
CBOE-76-6) 


The Chicago Board Options Exchange (“CBOE”) submitted 
on June 2, 1976, Amendment No. 4 to a previously pro- 
posed rule change (File No. SR-CBOE-76-6) under Rule 
19b-4 to withdraw Amendment No. 3 and to provide 
specific criteria for an underlying security to maintain ap- 
proval for exchange transactions. 


Publication of the submission is expected to be made in the 
Federal Register during the week of June 14, 1976. in order 
to assist the Commission to determine whether to approve 
the proposed rule change, as amended, or institute 
proceedings to determine whether the proposed rule 
change, as amended, should be disapproved, interested per- 
sons are invited to submit written data, views and 
arguments concerning the submission within 30 days from 
the date of publication in the Federa/ Register. Persons 
desiring to make written submissions should file six copies 
thereof with the Secretary of the Commission, Securities 
and Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made to File 
No. SR-CBOE-76-6 


Copies of the submission and of al! written comments will be 
available for inspection at the Securities and Exchange Com- 
mission's Public Reference Room. 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be available at 
the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12541/June 14, 1976 


Admin. Proc. File No. 3-4878 
In the Matter of 
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IS! SALES CORPORATION (8-14477) 
100 California Street 
San Francisco, California 94111 


JAMES M. HUEBNER 
645 West Inez Avenue 
Hillsborough, California 94010 


THEODORE M. NEIGHBOR 
125 Rogue Moraes 
Mill Valley, California 94941 


FINDINGS AND ORDER 
SANCTIONS 


IMPOSING REMEDIAL 


In these proceedings pursuant to the Securities Exchange 
Act of 1934 ("Exchange Act”),’ IS! Sales Corporation, (now 
Sage Financial Corp.) a registered broker-dealer, and James 
M. Huebner (‘Huebner’) and Theodore M. Neighbor 
(‘Neighbor’), former and current presidents, respectively, of 
that broker-dealer, have submitted an offer of settlement 
which the Commission has determined to accept. Solely for 
the purpose of these proceedings and without admitting or 
denying the findings herein, respondents consent to the find- 
ings and sanctions set forth below. 


On the basis of the Order of Proceedings and the Offer of 
Settlement, it is found that respondents willfully violated and 
willfully aided and abetted violations of Section 17(a) of the 
Securities Act of 1933 and Section 10(b) of the Exchange 
Act and Rule 10b-5 thereunder in connection with transac- 
tions in which shareholders of |S! Trust Fund redeemed their 
investments and, upon payment of an additional sales load, 
invested the proceeds in another investment company. Part 
of the Offer of Settlement involves the impiementation of 
remedial procedures designed to insure full disclosure of the 
costs, risks and alternatives to customers in such transac- 
tions. The procedures include: 


a. The institution of procedures requiring any sales 
representative, when involved in any transaction 
whereby the proceeds from the liquidation of shares 
in one investment company are to be used to 
purchase shares of another investment company, to 
fully inform the customer of all sales costs and risks 
in such a transaction, and of any opportunity to 
reduce such costs and risks through the transfer of 
the investment to an affiliated investment company; 


a 


The adoption of supervisory procedures whereby 
supervisory personnel will oversee the activities of 
sales personnel to assure the implementation of the 
procedures adopted pursuant to sub-paragraph (a) 
above; and 


oO 


. The establishment of a monitoring system whereby 
transactions by customers will be reviewed by prin- 
cipals of the firm with a view toward detecting and 
correcting any transactions made in violation of the 
procedures adopted pursuant to sub-paragraph (a) 
above. 


in view of the foregoing, it is in the public interest to impose 
the sanctions specified in the Offer of Settlement. 


Neighbor be suspended from association with any broker, 
dealer, investment company or investment adviser for a 
period of fifteen business days commencing on the Monday 
immediately following the date of the entry of this Order, 
and it is further 


ORDERED that ISI Sales Corporation be suspended from 
any securities sales activities for a period of fifteen business 
days commencing on the Monday immediately following the 
date of the entry of this Order, and it is further 


ORDERED that ISI Sales Corporation institute forthwith the 
remedial procedures specified in the Offer of Settlement. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





‘In the Matter of /S/ Sales Corporation, et al., instituted 
November 13, 1975. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12542/June 14, 1976 


In the Matter of 


PACIFIC CLEARING CORPORATION 
453 South Spring Street 
Los Angeles, California 90014 


(SR-PCC-76-4) 
ORDER APPROVING PROPOSED RULE CHANGE 


On April 12, 1976, the Pacific Clearing Corporation (“PCC”), 
filed with the Commission, pursuant to Section 19(b) of the 
Securities Exchange Act of 1934 (the ‘’Act’’) and Rule 19b- 
4 thereunder, copies of a proposed rule change. 


The proposed rule change is the adoption of revised by-laws 
for PCC. The revised by-laws and amendments thereto are 
contained in File No. SR-PCC-76-4. 


Notice of the proposed rule change together with the terms 
of substance of the proposed rule change was given by 
publication of a Commission Release (Securities Exchange 
Act Release No. 12383, April 28, 1976) and by publication 
in the Federal Register (41 Fed. Reg. 19168, May 10, 
1976). By letter dated June 8, 1976, PCC amended its sub- 
mission. This letter has been placed in the public file and has 
been incorporated in the submission. 


The Commission finds that the proposed rule change is con- 
sistent with the requirements of the Act and the rules and 
regulations thereunder applicable to PCC, and in particular, 
the requirements of Section 17A, and the rules and 
regulations thereunder. 
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Accordingly, IT 1S ORDERED that respondents Huebner and |T 1S THEREFORE ORDERED, pursuant to Section 19(b)(2) a] 
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of the Act, that the rule change contained in the Commission 
file SR-PCC-76-4 be, and it hereby is, approved. 


For the Commission, by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12543/June 15, 1976 


A notice has been issued giving interested persons until July 
14 to request a hearing on an application of the Pacific 
Stock Exchange, Inc. for unlisted trading privileges in the 
Securities of the following companies: 


American Express Company (common stock, $.60 par 
value)Connecticut General Insurance Corporation 
(common stock, $2.50 par value) 

Anheuser-Busch, Inc. (common stock, $1.00 par 
value) 

Pennzoil Offshore Gas Operators (Class B common 
stock, $1.00 par value) 

Tampax, Inc. (common stock, $25 par value) 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12544/June 15, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
THE CINCINNATI STOCK EXCHANGE 
File No. SR-CSE-76-3 


The Cincinnati Stock Exchange submitted on June 8, 1976, 
a proposed rule change under Rule 19b-4 to delete Section 
27 of its By-Laws and amend Section 28(b)-(c), Section 
30(a) and Section 35 of its Trading Rules. 


Publication of the submission is expected to be made in the 
Federal Register during the week of June 14, 1976. In order 
to assist the Commission to determine whether to approve 
the proposed rule change or institute proceedings to deter- 
mine whether the proposed rule change should be disap- 
proved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 30 days from the date of publication in the Federa/ 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D. C. 20549. Reference should 
be made to File No. SR-CSE-76-3. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 


mission’s Public Reference Room, 1100 L Street, N.W., 
Washington, D. C. Copies of the filing will also be available 
at the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12545/June 15, 1976 


Administrative Proceeding File No. 3-4958 
In the Matter of 


JAMES T. BAKOS, 
Los Angeles, California 


TERESA DEL RIO, 
Los Angeles, California 


NAZIR SELIM ANTOUN, 
Arcadia, California 


EWING Y. MITCHELL, 
Rancho Santa Fe, California 


File No. 8-15002 


FINDINGS AND ORDER ACCEPTING OFFER OF SETTLE- 
MENT AND IMPOSING REMEDIAL SANCTIONS 


In these broker-dealer proceedings’ under the Securities Ex- 
change Act of 1934, James T. Bakos, a registered represen- 
tative associated with B. J. Lerner and Company, Inc., 
Teresa Del Rio, vice-president and secretary of B. J. Lerner 
and Company, Inc., Nazir Selim Antoun, vice-president and 
treasurer of B. J. Lerner and Company, Inc., and Ewing Y. 
Mitchell, a registered representative and principal associated 
with B. J. Lerner and Company, Inc. have submitted offers of 
settlement which the Commission has determined to accept. 


On the basis of the offer for proceedings and the offers of 
settlement, it is found that: 


(1) James T. Bakos, Teresa Del Rio, Nazir Selim An- 
toun and Ewing Y. Mitchell willfully violated Section 
10(b) of the Securities Exchange Act and Rule 10b-5 
thereunder; 


(2) James T. Bakos, Teresa Del Rio and Ewing Y. 
Mitchell willfully violated Sections 5 and 17(a) of the 
Securities Act: 


(3) Nazir Selim Antoun willfully violated Section 17(a) 
of the Securities Exchange Act and Rule 17a-3 
thereunder; and 
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(4) Teresa Del Rio and Nazir Selim Antoun failed to 
reasonably supervise persons under their supervision. 


The Commission further finds that it is in the public in- 
terest to impose the sanctions specified in the offers of 
settlement. 


Accordingly, IT 1S ORDERED that: 


(1) James T. Bakos be barred from association with 
any broker or dealer, investment company or invest- 
ment adviser; 


(2) Teresa Del Rio be barred from association with any 
broker or dealer, investment company or investment 
adviser as a principal or supervisor, provided that after 
thirty (30) months she may apply for association in 
such position upon a showing that she will be properly 
supervised; 


(3) Nazir Selim Antoun be barred from association 
with any broker or dealer, investment company or in- 
vestment adviser provided that after thirteen (13) 
months he may apply for association upon a showing 
that he will be properly supervised; and 


(4) Ewing Y. Mitcheil be suspended from association 
with any broker or dealer, investment company or in- 
vestment adviser for a period of ninety (90) days. 


The above sanctions will become effective at the opening of 
business on the second Monday after the date of this Order. 


For the Commission, by its Secretary, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





‘In the matter of B. J. Lerner & Co. instituted Janurary 27, 
1976. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12546/June 15, 1976 


In the Matter of 


PHILADELPHIA STOCK EXCHANGE, INC. 
17th Street and Stock Exchange Place 
Philadelphia, Pennsylvania 19103 


(SR-PBWSE-76-7) 


ORDER APPROVING PROPOSED RULE CHANGE BY THE 
PHILADELPHIA STOCK EXCHANGE, INC 


On May 3, 1976, the Philadelphia Stock Exchange, Inc., 
formerly the PBW Stock Exchange, filed with the Commis- 
sion, pursuant to Section 19(b) of the Securities Exchange 
Act of 1934 (the ‘‘Act’’), as amended by the Securities Acts 
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Amendments of 1975, and Rule 19b-4 thereunder, copies 
of a proposed rule change to add one public governor to the 
authorized membership of its Board of Governors. 


Notice of the proposed rule change together with the terms 
of substance of the proposed rule change was given by 
publication of a Commission Release (Securities Exchange 
Act Release No. 12411, (May 5, 1976)) and by publication 
in the Federal Register (41 Fed. Reg. 19267 (May 11, 
1976)). 


The Commission finds that the proposed rule change is con- 
sistent with the requirements of the Act and the rules and 
regulations thereunder applicable to registered national 
securities exchanges, and in particular, the requirements of 
Section 6 and the rules and regulations thereunder. 


IT 1S THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the proposed rule change filed with the Com- 
mission on May 3, 1976, be, and it hereby is, approved. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12547/June 15, 1976 


In the Matter of 


THE PACIFIC STOCK EXCHANGE, INC. 
618 South Spring Street 
Los Angeles, California 90014 


(SR-PSE-76-13) 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
AND ORDER APPROVING PROPOSED RULE CHANGE 


Pursuant to Section 19(b)(1) of the Securities Exchange Act 
of 1934, 15 U.S.C. 78(s)(b)(1) (the ‘“Act’’), as amended by 
Pub. L. No. 94-29, 816 (June 4, 1975) notice is hereby 
given that on April 9, 1976, The Pacific Stock Exchange, Inc. 
(“PSE”) filed with the Commission copies of a proposed rule 
change. The proposed rule change would amend Commen- 
tary .01 to PSE Rule Vi Section 36 to make the Commentary 
consistent with Section 36 by making it clear that the 
employment of trading rotations is discretionary with the 
PSE Options Floor Trading Committee. 


Publication of this notice is expected to be made in the 
Federal Register during the week of June 14, 1976. 
Interested persons are invited to submit written data, views 
and arguments concerning the proposed rule change. Per- 
sons desiring to make written submissions should file six 
copies thereof with the Secretary of Commission, Securities 
and Exchange Commission, 500 North Capitol Street, 
Washington, D. C. 20549. Reference should be made to file 
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No. SR-PSE-76-13. 


The Commission finds that the proposed rule change is con- 
sistent with the requirements of the Act and the rules and 
regulations thereunder applicable to national securities ex- 
changes and in particular, the requirements of Section 6 and 
the rules and regulations thereunder.’ 


Further, the Commission finds good cause for approving the 
proposed rule change prior to the thirtieth day after the date 
of publication of notice of filing thereof because (1) the rule 
change is for the purpose of clarifying the commentary to an 
existing Exchange Rule; (2) the proposal is consistent with 
the practice the Exchange has employed on an interim basis 
pursuant to its interpretation of its existing rule. 


IT IS THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the proposed rule change referenced above 
be, and it hereby is, approved. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





‘Of the four exchanges with options programs, only the 
Chicago Board Options Exchange, Inc. employs a closing 
trading rotation. The Commission has not taken a position as 
to what is the most desirable method of closing option 
trading; therefore, the exchanges have determined on an in- 
dividual basis the method they will employ to close such 
trading. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12548/June 16, 1976 


The Securities and Exchange Commission announced pur- 
suant to Section 12(k) of the Securities Exchange Act of 
1934 ("Exchange Act’’) the single ten day suspension of ex- 
change and over-the-counter trading for the period com- 
mencing at 9:40 a.m. (EDT) on June 16, 1976 and ter- 
minating at midnight (EDT) on June 25, 1976 of the 
securities of Joseph Rando, Inc. a Utah corporation with 
principal executive offices located at 846 East Sahara 
Avenue, Las Vegas, Nevada 89104. 


The Commission ordered the trading suspension because of 
the lack of adequate and accurate information available to 
the public concerning the company’s financial condition and 
operations. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Acct, at 


the termination of the trading suspension no quotation may 
be entered unless and until they have strictly complied with 
all of the provisions of said rule. If any broker or dealer has 
any questions as to whether or not he has complied with 
said rule, he should not enter any quotation but immediately 
contact the staff of the Division of Enforcement in 
Washington, D.C. If any broker or dealer is uncertain as to 
what is required by Rule 15c2-11, he should refrain from 
entering quotations relating to the securities in question un- 
til such time as he has familiarized himself with said rule and 
is certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in violation of 
said rule, the Commission will consider the need for prompt 
enforcement action. 


If any person adversely affected by such suspension or who 
would be adversely affected by the renewal of the suspen- 
sion desires to show that such suspension is not necessary 
in the public interest or for the protection of investors, he 
may petition the Commission that it not renew the suspen- 
sion. Such petition should be filed with the Commission in 
accordance with the procedure set forth in Securities Ex- 
change Act Release No. 12361 dated April 22, 1976. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12549/June 17, 1976 


In the Matter of 
STANTON L. WHITNEY 


The Securities and Exchange Commission has ordered 
public administrative proceedings under the Securities Ex- 
change Act of 1934 (“Exchange Act’) against Stanton L. 
Whitney of Fairfield, Connecticut 


The proceedings are based upon allegations of the Com- 
mission's staff that during the period between August of 
1973 and July 1974 Whitney violated the anti-fraud 
provisions of the Exchange Act in connection with certain 
transactions involving the sale of certain securities belong- 
ing to the Town of Stratford, Connecticut Pension Fund (the 
‘Pension Fund”). 


The order alleges that Whitney misrepresented his authority 
to participate in transactions involving the securities belong- 
ing to the Pension Fund and that he failed to state that he 
was not authorized to participate in such transactions. The 
order also alleges that Whitney engaged in conduct which 
had the purpose of creating the appearance that he had 
authority to engage in transactions involving the securities 
of the Pension Fund, and that he engaged in conduct which 
had the purpose of concealing the fact that he did not have 
authority to engage in such transactions, Further, the order 
alleges that Whitney delivered securities belonging to the 
Pension Fund to a brokerage firm for the purpose of deriving 
personal benefit and without authority to make such 
delivery 


A hearing will be scheduled by further order to take evidence 
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on the staff allegations and to afford the respondent an op- 
portunity to offer any defenses thereto, for the purpose of 
determining whether any action of a remedial nature should 
be ordered by the Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12550/June 17, 1976 


In the Matter of 


THE NEW YORK STOCK EXCHANGE, INC. 
55 Water Street 
New York, New York 


(SR-NYSE-76-25) 
ORDER APPROVING PROPOSED RULE CHANGE 


On April 13, 1976, the New York Stock Exchange filed with 
the Commission, pursuant to Section 19(b) of the Securities 
Exchange Act of 1934 (the “Act’’), as amended by the 
Securities Acts Amendments of 1975, and Rule 19b-4 
thereunder, copies of a proposed rule change. 


The proposed rule change amends Exchange Rules 409, 
416, 417, 418 and 440 in order to conform such rules to 
the requirements of Rule 17a-5 as amended by the Commis- 
sion on December 17, 1975. 


Notice of the proposed rule change together with the terms 
of substance of the proposed rule change was given by 
publication of a Commission Release (Securities Exchange 
Act Release No. 12416, (May 7, 1976)) and by publication 
in the Federal Register (41 Fed. Reg. 20035 (May 14, 
1976)). 


The Commission finds that the proposed rule change is con- 
sistent with the requirements of the Act and the rules and 
regulations thereunder applicable to national securities ex- 
changes, and in particular, the requirements of Sections 6, 
and 17 and the rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the proposed rule change filed with the Com- 
mission on April 13, 1976, be, and it hereby is, approved. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12551/June 17, 1976 
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NOTICE OF ADOPTION OF RULE 12g-4 RELATING TO 
TERMINATION OF REGISTRATION OF CLASSES OF 
SECURITIES PURSUANT TO SECTION 12(g) OF THE 
SECURITIES EXCHANGE ACT OF 1934 


The Securities and Exchange Commission announced today 
that it has adopted Rule 12g-4 under Section 12(g) of the 
Securities Exchange Act of 1934 (“the Act’). Section 
12(g)(4) provides for termination of registration for a class of 
security registered under Section 12(g) when the record 
ownership of that class is reduced to less than three hundred 
persons. Registration terminates ninety days after the issuer 
files a certification to that effect or within such shorter time 
as the Commission may direct. 


The new rule, which will require the filing of a form with the 
Commission by an issuer certifying that the number of 
holders of record of a class of security is reduced to less than 
three hundred persons, will facilitate compliance with the 
Act, expedite the processing of the certification by the staff 
and parallel the requirement under Rule 15d-6. 


The Commission has amended Form 15d-6 to consolidate it 
with a new Form 12g-4/15d-6 to be used for filing notices 
under Rule 15d-6 and certifications under the new Rule 
12g-4. Notice of the proposed action was published March 
1, 1976 in Securities Exchange Act Release No. 12153. 


Text of Rule 129-4 - Certifications of Termination of 
Registration under Section 12(g). 


Pursuant to Section 12(g)(4), termination of registration of a 
class of security shall take effect ninety days, or such shorter 
period as the Commission may determine, after the issuer 
certifies to the Commission on Form 12g-4/15d-6 that the 
number of holders of record of such class of security is 
reduced to less than three hundred persons. If the issuer has 
merged into, or consolidated with another issuer or issuers, 
the form shall be filed by the successor issuer. The form shall 
be filed in addition to any other report required to be filed 
with the Commission in connection with the transaction or 
event which resulted in this decrease in the number of 
holders of record. 


The foregoing action was taken pursuant to Section 12(g), 
15(d) and 23(a) of the Securities Exchange Act of 1934 and 
will take effect on August 2, 1976. Copies of Form 12g- 
4/15d-6 will be available in the Publications Unit, Securities 
and Exchange Commission, Washington, D. C. 20549 on 
and after July 1, 1976. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12552/June 17, 1976 
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NOTICE OF FILING OF PROPOSED RULE CHANGE BY THE 
NEW YORK STOCK EXCHANGE, INC. 


File No. SR-NYSE-76-33 


The New York Stock Exchange, Inc., submitted on June 10, 
1976 a proposed rule change under Rule 19b-4 with 
respect to qualification of persons in charge of any sales 
department or activity. 


Publication of the submission is expected to be made in the 
Federal Register during the week of June 20, 1976. In order 
to assist the Commission to determine whether to approve 
the proposed rule change or institute proceedings to deter- 
mine whether the proposed rule change should be disap- 
proved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 21 days from the date of publication in the Federa/ 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference should 
be made to File No. SR-NYSE-76-33. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission's Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. copies of the filing will also be available at 
the principal office of the abovementioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12553/June 17, 1976 


The Securities and Exchange Commission announced pur- 
suant to Section 12(k) of the Securities Exchange Act of 
1934 (‘Exchange Act’’) the single ten day suspension of ex- 
change and over-the-counter trading for the period com- 
mencing at 4:10 p.m. (EDT) on June 17, 1976 and ter- 
minating at midnight (EDT) on June 26, 1976 of. the 
securities of Viking General Corp. (‘Viking’) a Florida cor- 
poration with principal executive offices located at 123 N.E 
79th Street, Miami, Florida 33138. 


The Commission ordered the suspension of trading at the 
request of the company because of questions concerning the 
accuracy and adequacy of information about Viking currently 
available to the public including questions concerning the 
company’s land sales operations in Florida 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently 


issued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, at 
the termination of the trading suspension no quotation may 
be entered unless and until they have strictly complied with 
all of the provisions of said rule. If any broker or dealer has 
any questions as to whether or not he has complied with 
said rule, he should not enter any quotation but immediately 
contact the staff of the Division of Enforcement in 
Washington, D.C. If any broker or dealer is uncertain as to 
what is required by Rule 15c2-11, he should refrain from 
entering quotations relating to the securities in question un- 
til such time as he has familiarized himself with said rule and 
is certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in violation of 
said rule, the Commission will consider the need for prompt 
enforcement action. 


lf any person adversely affected by such suspension or who 
would be adversely affected by the renewal of the suspen- 
sion desires to show that such suspension is not necessary 
in the public interest or for the protection of investors, he 
may petition the Commission that it not renew the suspen- 
sion. Such petition should be filed with the Commission in 
accordance with the procedure set forth in Securities Ex- 
change Act Release No. 12361 dated April 22, 1976 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19567/June 14, 1976 


In the Matter of 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Morristown, New Jersey 07960 


(70-5857) 


ORDER AUTHORIZING ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING 


Jersey Central Power & Light Company (‘Jersey Central’), 
an electric utility subsidiary company of General Public 
Utilities Corporation, a registered holding company, has filed 
an application and amendments thereto with this Commis- 
sion pursuant to Section 6(b) of the Public Utility Holding 
Company Act of 1935 (‘Act’) and Rule 50 promulgated 
thereunder regarding the following proposed transaction 


Jersey Central proposes to issue and sell, subject to the 
competitive bidding requirements of Rule 50 under the Act, 
up to $35,000,000 aggregate principal amount of First 
Mortgage Bonds, to mature in not less than 5 years and not 
more than 30 years. The interest rate (which will be a multi-- 
ple of 1/8 of 1%) and the price (which will be not less than 
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98% and not more than 101% of the principal amount of the 
Bonds, plus accrued interest from June 1, 1976, to the date 
of delivery) will be determined by competitive bidding. The 
bidding procedure will not establish a minimum or maximum 
interest rate within which bids may be submitted. The bonds 
will be issued under the Indenture, dated as of March 1, 
1946, between Jersey Central and Citibank, Trustee, as 
heretofore supplemented and amended, and as to be further 
supplemented and amended by a Thirtieth Supplemental 
Indenture to be dated as of June 1, 1976. None of the bonds 
may be redeemed at the option of Jersey Central prior to 
June 1, 1981, if the funds for such redemption are obtained 
at an interest cost lower than the yield of the Bonds, except 
under certain circumstances. Jersey Central shall notify 
prospective bidders no later than 72 hours prior to the time 
designated for the submission of bids of the maturity date of 
the bonds. 


The entire proceeds (exclusive of any premium or discount 
and accrued interest) from the sale of the bonds will be 
applied to the payment at or before maturity of a portion of 
Jersey Central’s $55,000,000 of short-term bank loans ex- 
pected to be outstanding at the date of sale of the bonds or 
for construction purposes. The estimated cost of Jersey Cen- 
tral’s 1976 construction program is approximately $145,- 
000,000 (including allowance for funds used during con- 
struction). At April 30, 1976, Jersey Central had short-term 
bank loans outstanding of $38,100,000. 


The fees and expenses to be incurred by Jersey Central in 
connection with the proposed transaction are estimated at 
$145,000, including legal fees of $33,000. Printing and 
engraving expenses are estimated at $60,000. Fees of 
counsel for the underwriters, to be paid by the successful 
bidders, are estimated at $20,000. The Board of Public Utili- 
ty Commissioners of New Jersey has authorized the pro- 
posed transaction. No other state commission and no 
federal commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


Due notice of the filing of said application has been given in 
the manner prescribed in Rule 23 promulgated under the 
Act (HCAR No. 19531), and no hearing has been requested 
of or ordered by the Commission. Upon the basis of the facts 
in the record, it is hereby found that the applicable standards 
of the Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors and con- 
sumers that said application, as amended, be granted: 


IT iS ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said application, as amended, 
be, and it hereby is, granted forthwith, subject to the terms 
and conditions prescribed in Rules 24 and 50 promulgated 
under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19568/June 14, 1976 


In the Matter of 


OHIO EDISON COMPANY 
47 North Main Street 
Akron, Ohio 44308 


(70-5871) 


NOTICE OF PROPOSED ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING AND 
THE ISSUE OF FIRST MORTGAGE BONDS FOR SINKING 
FUND PURPOSES 


NOTICE IS HEREBY GIVEN that Ohio Edison Company 
(“Ohio Edison”), a registered holding company and an elec- 
tric utility company, has filed an application-declaration and 
an amendment thereto with this Commission pursuant to 
the public Utility Holding Company Act of 1935 (‘Act’), 
designating Sections 6(a) and 7 of the Act and Rule 50 
promulgated thereunder as applicable to the proposed trans- 
actions. All interested persons are referred to the 
application-declaration, as amended, which is summarized 
below, for a complete statement of the proposed transac- 
tions. 


Ohio Edison proposes to issue and sell, subject to the com- 
petitive bidding requirements of Rule 50 under the Act, 
$60,000,000 principal amount of First Mortgage Bonds (the 
“new bonds”), to mature in not less than 5 years and not 
more than 30 years. The interest rate (which will be a multi- 
ple of 1/8 of 1%) and the price (which will be not less than 
100%, unless Ohio Edison shall authorize a lower percent- 
age not less than 99%, and shall not exceed 102.75% of the 
principal amount of the bonds thereof) will be determined by 
competitive bidding. The new bonds will be issued under the 
Indenture, dated as of August 1, 1930, between Ohio 
Edison and Bunkers Trust Company, Trustee, as heretofore 
amended and supplemented, and as to be further amended 
and supplemented by a Twenty-fourth Supplemental Inden- 
ture to be dated as of the first day of the calendar month in 
which the new bonds are to be issued. The terms of the 
issue preclude Ohio Edison, with certain exceptions, from 
redeeming any new bonds prior to July 1, 1981, if such 
redemption is for the purpose of refunding such bonds with 
proceeds of funds borrowed at a lower effective interest 
cost. Ohio Edison shall notify prospective bidders no later 
than 72 hours prior to the time designated for the submis- 
sion of bids of (1) the number of series of new bonds to be 
created and (2) the maturity date of the bonds. 


By order dated December 2, 1975 (HCAR No. 19275), this 
Commission, among other things, authorized Ohio Edison to 
issue during 1976 an aggregate amount of $10,905,000 
principal amount of its First Mortgage Bonds, 3 1/4% Series 
of 1955, due 1985, in connection with the withdrawal of 
sinking fund payments on deposit and required to be made 
during 1976. These bonds were to be issued on the basis of 
unfunded property additions. The estimate of $10,905,000 
did not reflect the issuance of the new bonds, which 
issuance wili increase the sinking fund deposit required on or 
before November 1, 1976, by up to $214,000. 


Ohio Edison now also proposes to issue on or about 
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November 1, 1976, a total of $214,000 principal amount of 
First Mortgage Bonds, 3 1/4% Series of 1955 due 1985, in 
addition to the $10,905,000 principal amount of bonds 
previously authorized. The bonds will be issued under the in- 
denture of Ohio Edison to Bankers Trust Company, Trustee, 
as amended and supplemented. The bonds are to be of the 
series provided for by the Twelfth Supplemental Indenture 
dated as of May 1, 1955, and will be identical with those 
previously authorized. 


Proceeds of the sale of the new bonds will be applied to the 
repayment of part of unsecured short-term indebtedness of 
Ohio Edison or to construction expenditures. It is stated that 
Ohio Edison anticipates that it will have short-term debt out- 
standing of approximately $110,000,000 at the time of the 
sale of the new bonds. It is estimated that construction ex- 
penditures will amount to $314,000,000 in 1976. 


The fees and expenses to be incurred in connection with the 
proposed issue and sale of the new bonds and the fees and 
expenses of counsel for the underwriters, to be paid by the 
successful bidders, will be supplied by amendment. The fees, 
commissions, and expenses to be incurred in connection 
with the additional Sinking Fund Bonds are estimated at 
$1,100, including legal fees of $1,000. It is stated that the 
Public Utilities Commission of Ohio has jurisidiction over the 
proposed transactions and that no other state commission 
and no federal commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than July 8, 1976, request in writing that a 
hearing be held on such matter, stating the nature of his in- 
terest, the reasons for such request, and the issues of fact or 
law raised by said application-declaration which he desires 
to controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail upon 
the applicant at the above-stated address, and proof of ser- 
vice (by affidavit or, in case of an attorney at law, by cer- 
tificate) should be filed with the request. At any time after 
said date, the application-declaration, as amended or as it 
may be further amended, may be granted and permitted to 
become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as provid- 
ed in Rules 20(a) and 100 thereof or take such other action 
as it may deem appropriate. Persons who request a hearing 
or advice as to whether a hearing is ordered will receive any 
notices and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19569/June 14, 1976 


In the Matter of 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
Tulsa, Oklahoma 74102 


TRANSOK PIPE LINE COMPANY 
Tulsa, Oklahoma 74101 


CENTRAL AND SOUTH WEST CORPORATION 
Wilmington, Delaware 19899 


(70-5736) 


ORDER AUTHORIZING PROPOSED ACQUISITION OF 
INTERESTS IN FUEL EXPLORATION AND DEVELOP- 
MENT ACTIVITIES 


Central and South West Corporation (“CSW”), a registered 
holding company, Public Service Company of Oklahoma 
(“PSO”), an electric utility subsidiary of CSW, and Transok 
Pipe Line Company (‘Transok”), a subsidiary pipe line com- 
pany of PSO, have filed an application-declaration, and 
amendments thereto, with this Commission pursuant to 
Sections 6(a), 7, 9, 10 and 12(f) of the Public Utility Holding 
Company Act of 1935 (‘Act’) and Rule 43 promulgated 
thereunder regarding the following proposed transactions. 


By order dated November 18, 1975 (HCAR No. 19248) 
issued in this proceeding, CSW was authorized to make a 
$5,000,000 capital contribution to PSO. Jurisdiction was 
reserved with respect to the proposed acquisition of in- 
terests in fuel acquisition and development activities by PSO 
and Transok which are also the subject of the application- 
declaration. 


PSO owns and operates six steam electric generating 
stations in Oklahoma. All of these plants are designed and 
construction to use natural gas as their primary source of 
fuel. PSO also has two peaking turbine units scheduled to be 
placed in service in 1976 which will burn oil in regular 
operation but which are capable of burning gas. Planned 
base-load units scheduled to be placed in service by PSO 
after 1976 are to be either coal or nuclear fueled. These 
future units are two coal-fired units of 450 Mw each 
scheduled for service in 1979 and 1980 and two nuclear un- 
its of 1,150 Mw each (700 Mw each of which is committed 
to PSO) for 1983 and 1985. 


PSO states that it has found it impossible in the last few 
years to rely upon renewing traditional long-term fuel supply 
contracts or obtaining additional contracts of this nature to 
meet increased future needs. Accordingly, PSO turned to 
coal and nuclear fuel for all base-load units to be con- 
structed in the future and, together with Transok, initiated an 
oil and gas exploration and development program to provide 
future fuel supplies. 


PSO and Transok are involved with various third parties in 
the fuel development and exploration projects. Operations of 
particular projects are generally supervised and conducted 
by such third parties who have expertise in the fuel explora- 
tion and development field. Interests obtained by PSO and 
Transok vary under the individual projects. PSO’s and Tran- 
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sok’s interest are in some cases subject to overriding royalty 
or other interests in favor of third parties who have par- 
ticipated in the project as investors and/or operators. 


It is stated that PSO and Transok had spent a total of 
$19,679,530 an oil, gas and uranium fuel exploration and 
development projects through December 31, 1975, in- 
cluding $2,884,925 refunded to PSO in August 1974 under 
the Saga Petroleum program (subject of the Commission's 
Memorandum Opinion and Order dated July 17, 1975 
(HCAR No. 19090) and excluding certain advances and pre- 
payments to suppliers and producers totalling $2,279,890 
at July 31, 1975. At December 31, 1975, PSO and 
Transok had acquired 443,868 net acres of oil and gas 
leasehold interests and 32,990 acres of uranium interests. 
Estimated reserves amounted to 16,738,065 Mcf of gas and 
1,026,805 Bbls of oil for Transok at December 31, 1975 
and 290,000 Ibs-of uranium, 428,570 net Bbls of oil and 
766,670 Mcf of gas for PSO at May 31, 1975. 


PSO and Transok request, to the extent required under the 
Act, authority for the future acquisition through December 
31, 1977, of interests relating to fuel exploration and 
development activities. PSO and Transok plan to spend a 
total of $50,816,300 through 1977 for such activities, 
allocated as follows: $10,607,500 for fuel exploration, 
$770,000 for acquisition of property interests related to fuel 
exploration, $31,438,800 for development of fuel resources 
and $8,000,000 presently unallocated. 


The PSO and Transok fuel development and exploration ac- 
tivities may include further acquisition of leasehold interests 
and surface titles, disposition of interests not deemed attrac- 
tive or appropriate, geological evaluation and testing, drilling 
of exploratory and development wells, operation of wells, 
arrangement for certain treatment and processing of gas and 
incidental sales of products or by-products where no use can 
feasibly be made of them by PSO. Activities may also be 
entered into in the future through joint ventures, 
partnerships or other common enterprises and may involve 
farm-ins, farm-outs, bottom-hole or dry-hole contributions 
and other transactions of the sort customarily engaged in 
during acquisition, exploration and development of oil, gas 
or uranium leasehold properties. 


PSO and Transok propose to report quarterly to the Com- 
mission, to the extent required by Rule 24 under the Act, on 
operations undertaken, expenditures made and interests 
acquired and disposed of pursuant to the authority re- 
quested in their application-declaration. PSO and Transok 
will also file quarterly with the Commission a copy of the 
reports they submit to the Federal Power Commission on 
FPC Form 423. 


No state commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed transac- 
tion. 


Due notice of the filing of said application-declaration, as 
amended, has been given in the manner prescribed in Rule 
23 promulgated under the Act (HCAR No. 19527), and no 
hearing has been requested of or ordered by the Commis- 
sion. Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public interest 
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and in the interest of investors and consumers that said 
application-declaration, as amended, be granted and per- 
mitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said application-declaration, 
as further amended, be, and it hereby is, granted and per- 
mitted to become effective forthwith, subject to the terms 
and conditions prescribed in Rule 24 promulgated under the 
Act, except that certificates thereunder shall be filed quarter- 
ly. 


IT 1S FURTHER ORDERED that the jurisdiction heretofore 
reserved with respect to the proposed acquisition of in- 
terests in fuel acquisition and development activities by PSO 
and Transok be, and it hereby is, released. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19570/June 14, 1976 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
New Orleans, Louisiana 


(70-5863) 


ORDER AUTHORIZING ISSUE AND SALE OF SHORT- 
TERM PROMISSORY NOTES TO BANKS UNDER A RE- 
VOLVING CREDIT AGREEMENT 


Middle South Utilities, Inc. (“Middle South’), a registered 
holding company, has filed a declaration and an amendment 
thereto with this Commission pursuant to Sections 6(a) and 
7 of the Public Utility Holding Company Act of 1935 (‘Act’) 
as applicable to the following proposed transaction. 


Middle South proposes, under a revolving credit agreement 
with a group of banks headed by Manufacturers Hanover 
Trust Company of New York (“MHTC’”), to issue and sell its 
unsecured short-term promissory notes in an aggregate 
amount not to exceed $218,500,000 outstanding at any 
one time. 


The initial borrowing under the credit agreement will be 
used for the payment of $97.5 million of short-term notes 
issued by Middle South to MHTC and various commercial 
banks under a prior credit agreement dated May 1, 1975, as 
amended, which borrowings were approved by this Commis- 
sion (HCAR No. 19035). Such borrowings were utilized by 
Middle South to purchase, at various times, the common 
stocks of certain of its subsidiary companies. Subsequent 
borrowings under the new credit agreement will be used by 
Middle South to purchase additional common stock of its 
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subsidiaries. The issuance, sale, and acquisition of such 
common stock will be the subject of separate filings with 
this Commission. 


Under the terms of the revolving credit agreement, Middle 
South may borrow and reborrow until June 30, 1977, up to 
an aggregate of $218,500,000 outstanding at any one time, 
to be evidenced by its unsecured promissory notes payable 
90 days from the date of issuance thereof, but in no event 
later than June 30, 1977. The names of the banks joining in 
the credit agreement and their respective participation are 
as follows: 


Name of Bank 


Manufacturers Hanover Trust Company, N.Y.,N.Y. 
The First National Bank of Chicago, Chicago, Ill. 


Bank of America National Trust & Savings Association, 


San Francisco, California 


three business days’ notice to the participating banks to ter- 
minate or, from time to time, to reduce the commitments. 


The declaration states that no State commission and no 
Federal commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


Due notice of the filing of said declaration has been given in 
the manner prescribed in Rule 23 promulgated under the 
Act (HCAR No. 19533), and no hearing has been requested 
of or ordered by the Commission. Upon the basis of the facts 
in the record, it is hereby found that the applicable standards 


Maximum Amount to be Borrowed 
and Designation 





$ 61,300,000 
35,000,000 


ow >w 


25,000,000 


Continental Illinois National Bank & Trust Company of 


Chicago, Illinois 
The First National Bank of Boston, Mass. 
The Northern Trust Company, Chicago, Ill. 
Irving Trust Company, New York, N. Y. 
Morgan Guaranty Trust Company of New York, N.Y. 
North Carolina National Bank, Charlotte, N.C. 
First Pennsylvania Bank, N.A., Philadelphia, Pa. 
The Fidelity Bank, Philadelphia, Pa. 
Crocker National Bank, San Francisco, Calif. 
Union Bank, Los Angeles, California 


Each borrowing and each payment by Middle South will be 
made pro-rata among the lending banks according to their 
original commitment, with appropriate adjustment for the in- 
terest rate differential. The notes issued to those banks 
designated as A banks in the credit agreement will bear in- 
terest from the date thereof on their unpaid principal amount 
at a rate per annum equal to 110% of the commercial loan 
rate of MHTC from time to time in effect on borrowings hav- 
ing a 90-day maturity by its most responsible and substan- 
tial domestic corporate borrowers (““MHTC Rate’’); and the 
notes issued to those banks designated as B banks in the 
credit agreement will bear interest from the date thereof on 
their unpaid principal amount at a rate per annum equal to 
122% of the MHTC rate. 


Middle South will pay quarterly to each participating bank a 
commitment fee for the period from and including June 1, 
1976 to June 30, 1977 (or any earlier date of termination of 
the commitments), computed at the rate of 1/2 of 1% per 
annum on the average daily unused poriton of the com- 
mitments in effect during the period for which payment is 
made. 


It is stated that, based on a 6-3/4% prime rate, the effective 
interest cost of both the A and B banks assuming balances 
of 10% on the borrowing from the A banks, would be 8.24%. 


Middle South presently intends to repay the principal of the 
notes out of the proceeds of the sale of additional shares of 
its common stock. The notes will be prepayable at any time 
on two business days’ notice in whole or in part without 
premium. Middle South will have the right at any time on 
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Total $ 218,500,000 


of the Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors and con- 
sumers that said declaration, as amended, be permitted to 
become effective: 


IT |S ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said declaration, as amended, 
be, and it hereby is, permitted to become effective forthwith, 
subject to the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19571/June 14, 1976 


In the Matter of 


DELMARVA POWER & LIGHT COMPANY 
Wilmington, Delaware 


(70-5851) 
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ORDER AUTHORIZING ISSUE AND SALE OF SHORT- 
TERM NOTES TO BANKS AND/OR COMMERCIAL PAPER 
TO A DEALER IN COMMERCIAL PAPER AND EXCEPTION 
FROM COMPETITIVE BIDDING 


Delmarva Power & Light Company (‘‘Delmarva’), a 
registered holding company and a public-utility company, 
has filed an application and an amendment thereto with this 
Commission pursuant to Sections 6(a) and 7 of the Public 
Utility Holding Company Act of 1935 (‘Act’) and Rules 
50(a)(2) and 50O(a)(5)(C) promulgated thereunder as 
applicable to the proposed transactions. 


Delmarva proposes to issue from time to time until 
December 31, 1977, short-term securities in an aggregate 
principal amount not to exceed $75,000,000 outstanding at 
any one time. The company requests that for a period ending 
on December 31, 1977, the exemption from the provisions 
of Section 6(a) of the Act afforded to it by the first sentence 
of Section 6(b) thereof, relating to the sale of,short-term 
notes, be increased so as to permit the issuance and sale of 
said $75,000,000 of short-term securities. On April 17, 
1973, Delmarva, at its annual meeting of stockholders, ob- 
tained the consent of the holders of preferred stock and 
common stock, voting separately as classes, to amend its 
Certificate of Incorporation to liberalize the unsecured debt 
limitation to permit issuance, without further consent of 
preferred stockholders, of up to 20% of capitalization as long 
as no more than 10% of such indebtedness has maturities of 
less than ten years. At the same meeting, the company ob- 
tained the consent of preferred stockholders to waive the 
10% limitation on indebtedness with maturities of less than 
ten years until June 30, 1977, and then only for unsecured 
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debt maturing before January 1, 1978, provided the total 
unsecured debt does not exceed 20% of capitalization. 


The proposed securities will be in the form of short-term 
notes issued to banks or commercial paper issued to a 
dealer in such securities. The notes to banks will be limited 
to an aggregate of $75,000,000 outstanding at any one 
time. The commercial paper will be limited only to the extent 
that, when added to short-term notes to banks actually out- 
standing cn the date of issuance, the total will not exceed 
the $75,000,000 of proposed borrowings. The proceeds of 
the proposed bank notes and commercial paper will be used 
to finance part of Delmarva’s 1976 and 1977 construction 
program of about $258,123,000, including an allowance for 
funds used during construction of $15,782,000 Delmarva 
intends to repay such borrowings from the net proceeds of 
the sale of first mortgage bonds and/or equity securities 
prior to December 31, 1977. 


The bank notes will be unsecured, will bear interest at the 
prime rate in effect at the lending bank on the date of issue 
and adjusted from time to time as required by the bank, and 
will be prepayable at any time without premium or penalty 
except that the company may not prepay any note in whole 
or in part from the proceeds of any subsequent bank loan at 
a lower rate of interest. The notes will mature not more than 
270 days from the date of issue and in any event not later 
than December 31, 1977. The purpose of the bank lines of 
credit is to establish an alternative source of credit to back 
up the company’s commercial paper. Delmarva expects to 
borrow from the following banks up to the maximum 
amount listed: 
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Truckers & Savings Bank 
Salisbury, Maryland 
The Equitable Trust Co. 

Baltimore, Maryland 
Peoples Bank & Trust Co. 
Wilmington, Delaware 
Baltimore Trust Company 

Selbyville, Delaware 
Atlantic National Bank 
Ocean City, Maryland 


Delmarva will be required to maintain balances in the above 
banks to the extent of 10% of unused bank lines and 20% of 
such lines when in use. Substantially all of the balance re- 
quirements for those lines marked with an asterisk above 
will be provided through operating balances which are part 
of the company’s normal operating funds. If all of the 
necessary balances were maintained solely to satisfy com- 
pensating balance requirements, the effective interest cost 
on such bank lines of credit when fully utilized, assuming a 
72% prime rate, would be 9.06%. 


Delmarva also proposes to issue and sell, from time to time 
to mature not later than December 31, 1977, commercial 
paper in the form of short-term promissory notes to a dealer 
in commercial paper, A. G. Becker & Co., Incorporated 
(“dealer”), of up to $75,000,000 face amount to be outstand- 
ing at any one time. The total amount of commercial paper 
paper and bank loans outstanding at any one time will not 
exceed $75,000,000. The commercial paper notes will be of 
varying maturities, with no such notes maturing more than 
270 days after the date of issue. Such notes, in 
denominations of not less than $50,000 and not more than 
$1,000,000, will be issued and sold by Delmarva directly to 
the dealer at a discount which will not be in excess of the 
discount rate per annum prevailing at the date of issuance 
for commercial paper of comparable quality and of like 
maturity sold by issuers thereof to commercial paper 
dealers. The application states that no commercial paper 
notes will be issued having a maturity of more than 90 days 
at an effective interest cost which exceeds that at which 
Delmarva could borrow from banks. 


It is stated that no commission or fee will be payable in con- 
nection with the issue and sale of the commercial paper 
notes. The dealer, as principal, will reoffer such notes at a 
discount of 1/8 of 1% per annum less than the prevailing 
discount rate to Delmarva. The notes will be reoffered in a 
manner which will not constitute a public offering to no 
more than 200 identified and designated customers in a list 
(nonpublic) prepared in advance by the dealer. 


Delmarva requests exception from the competitive bidding 
requirements of Rule 50 for the proposed issue and sale of 
its commercial paper pursuant to paragraphs (a)(2) and 
(a)(5) thereof. In support of its request for an exception 
Delmarva states that (i) the commercial paper to be issued 
thereunder will consist of short-term maturities of nine 
months or less; (ii) such commercial paper having a maturity 
of more than 90 days will not be sold excepi at effective in- 
terest costs which will not exceed the cost of borrowings 
from commercial banks; (iii) the current rates for commercial 
paper for prime domestic corporations, of which the Com- 
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pany is one, are published daily in responsible financial 
publications, and (iv) due to the manner in which the com- 
mercial paper market operates, it is not practical to invite 
offers on a competitive bidding basis for commercial paper. 


The application states that fees and expenses related to the 
proposed transactions are estimated at $11,000 including 
legal fees of $2,000. It is further stated that no State com- 
mission and no Federal commission, other than this Com- 
mission, has jurisdiction over the proposed transactions. 


Due notice of the filing of said application has been given in 
the manner prescribed in Rule 23 promulgated under the 
Act (HCAR No. 19532), and no hearing has been requested 
of or ordered by the Commission. Upon the basis of the facts 
in the record, it is hereby found that the applicable standards 
of the Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors and con- 
sumers that said application, as amended, be granted: 


IT |S ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said application, as amended, 
be, and it hereby is, granted effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 promulgated 
under the Act, except that the time for filing the certification 
thereunder with respect to the proposed transactions is ex- 
tended so as to allow filing on a quarterly basis. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19572/June 15, 1976 


in the Matter of 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
Tulsa, Oklahoma 


(70-5833) 
ORDER AUTHORIZING PROPOSED AMENDMENT OF 
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ARTICLES OF INCORPORATION RELATING TO PRE- 
FERRED STOCK AND PROPOSED ISSUE AND SALE OF 
PREFERRED STOCK AT COMPETITIVE BIDDING. 


Public Service Company of Oklahoma (“PSO”), an electric 
utility subsidiary company of Central and South West Cor- 
poration (“CSW”), a registered holding company, has filed 
with this Commission a declaration and amendments 
thereto pursuant to Sections 6(a), 7 and 12(e) of the Public 
Utility Holding Company Act of 1935 (‘Act’) and Rules 50, 
62 and 65 promulgated thereunder regarding the following 
proposed transactions. 


Initially, PSO proposed amending its Amended Articles of 
Incorporation (‘charter’) in four respects, to: (1) reclassify 
its $100 par value preferred stock as preferred stock without 
par value but with a stated value to vary by series (“Amend- 
ment A”); (2) increase the number of authorized shares of 
preferred stock (“Amendment B’’); (3) modify the minimum 
deduction from gross income required in computing the 
earnings coverage necessary for issuance of additional 
preferred stock without shareholder approval (‘Amendment 
Cc”); and (4) modify the minimum deductions required for 
maintenance and depreciation in computing ‘‘common stock 
equity” as a basis for determining the charter’s limits on 
common stock dividends while preferred stock is outstand- 
ing (“Amendment D”). PSO also proposed issuing and sell- 
ing at competitive bidding up to $25,000,000 worth of its 
preferred stock, to be designated as either 1,000,000 shares 
at a stated value of $25 or 250,000 shares at a stated value 
of $100. 


PSO states that it does not intend to make effective 
Amendments A and B because their implementation, which 
is not necessary for the proposed offering of preferred stock, 
would involve the payment of franchise taxes that can 
otherwise be deferred. PSO had previously withdrawn 
Amendment D from the proposed transactions. 


The remaining proposed amendment, Amendment C, would 
modify the computation of earnings for purposes of satisfy- 
ing the earnings test which must be met before additional 
preferred stock can be issued without obtaining shareholder 
approval. The earnings test, in general, requires that PSO’s 
gross income for a period of 12 months ending within the 15 
months immediately preceding the date of issuance of the 
additional preferred stock be at least 112 time the sum of the 
annual interest charges on all of PSO’s debt securities and 
the annual dividend requirement on all shares of its preferred 
stock to be outstanding immediately after the issuance of 
the additional preferred stock. “Gross income” for purposes 
of the earnings test is presently computed under PSO’'s 
charter after deducting all taxes (including income taxes) 
and an amount for maintenance, repairs and depreciation of 
property, which amount is required to be not less than the 
greater of (i) 15% of PSO’s gross operating revenues, less 
costs of purchased power, or (ii) 24%% of the average 
amount, during the period for which the earnings test is be- 
ing computed, of its depreciable bondable property. 


Proposed Amendment C would change the earnings test to 
require that, in determining PSO’s gross income for the 
applicable period, the amount to be deducted for deprecia- 
tion, retirements, renewals, replacements and/or amortiza- 
tion shall not be less in the aggregate than an amount equal 
to 3% of the average amount, during the applicable period, 
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of PSO’s depreciable bondable property. PSO intends that 
Amendment C would establish a more appropriate standard 
for determining the expenditures required in order to main- 
tain the value of its utility plant because the 3% deduction 
standard is approximately equivalent to the average 
depreciation rate on depreciable bondable property used by 
PSO for general accounting purposes for 1971 through 
1975. PSO also states that such expenditure requirements 
should no longer be based upon gross operating revenues 
because gross operating revenues have been greatly inflated 
in recent years by the recovery of sharply rising fuel costs 
through fuel adjustment charges. PSO anticipates that fuel 
costs and the related earnings test deductions, under the 
present terms of the charter, are likely to increase to the 
point that PSO will find it difficult to issue additional! 
preferred stock. 


PSO has now stated its intention to issue and sell, subject to 
the competitive bidding requirements of Rule 50, up to 
250,000 shares of its % preferred stock (‘new preferred 
stock”), with a par value of $100 per share. The dividend 
rate (which will be a multiple of .04%), and the price per 
share to be paid to PSO for the new preferred stock (which 
price will be not less than $100 nor more than $104 per 
share) will be determined by the competitive bidding. The 
terms of the new preferred stock also provide that no shares 
may be redeemed prior to July 1, 1981, if the funds for such 
redemption are obtained by PSO through the issuance of 
new debt securities or other preferred stock, at an interest or 
dividend cost as the case may be, less than the dividend cost 
of the new preferred stock. 


The net proceeds to be realized from the sale of the new 
preferred stock will be used to pay a like amount of outs- 
tanding short-term borrowings. PSO states that at March 
31, 1976, it had $12,395,000 in short-term borrowings 
outstanding and that such borrowings will be about $21.- 
400,000 when the new preferred stock is sold. 


The fees and expenses to be incurred by PSO in connection 
with the proposed transactions are estimated to be about 
$116,000, including printing, legal and accounting fees of 
$65,000, $20,000 and $13,000 respectively. The fees of 
counsel for the successful bidders, which will be paid by the 
successful bidders, are estimated to be about $16,750. The 
Corporation Commission of Oklahoma has authorized the 
proposed issue and sale of the new preferred stock. No other 
state commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed transac- 
tions. 


Due notice of the filing of said declaration has been given in 
the manner prescribed in Rule 23 promulgated under the 
Act (HCAR Nos. 19487 and 19509), and no hearing has 
been requested of or ordered by the Commission. Upon the 
basis of the facts in the record, it is hereby found that the 
applicable standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; and 
that it is appropriate in the public interest and in the interest 
of investors and consumers that said declaration, as amend- 
ed, be permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said declaration, as amended, 
be, and it hereby is, permitted to become effective forthwith, 
subject to the terms and conditions prescribed in Rules 24 
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and 50 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19573/June 15, 1976 


In the Matter of 


PENNSYLVANIA POWER COMPANY 
New Castle, Pennsylvania 


(70-5825) 
ORDER RELEASING JURISDICTION 


By order dated May 27, 1976 (HCAR No. 19545), Penn- 
sylvania Power Company (‘Penn Power’), an electric utility 
subsidiary of Ohio Edison Company, a registered holding 
company, was authorized to finance construction of pollu- 
tion control facilities at its New Castle generating station, 
located in Lawrence County, Pennsylvania, by entering into 
a Pollution Control Facilities Agreement(“Agreement”) with 
the Lawrence County Industrial Development Authority 
(‘Authority’). Under the Agreement, the Authority is issuing 
$15,000,000 aggregate principal amount of tax-exempt 
pollution control revenue bonds (Series A Bonds’) and $1,- 
000,000 aggregate principal amount of tax-exempt en- 
vironmental improvement bonds (‘Small Issue Bonds’). The 
principal of and interest on the Series A Bonds and the 
Small Issue Bonds, in effect, will be paid by Penn Power, 
which has executed “pollution control obligations” (in the 
form of promissory notes s ‘ured by a second lien on the 
subject pollution control equipment) in respect of each of the 
Authority bond issues. The terms of the pollution control 
obligations, as they relate to maturities, installments of prin- 
cipal due, interest rates and payments, and sinking fund re- 
quirements, are identical to those of the bonds to which they 
relate. 


In the May 27 order, jurisdiction was reserved with respect 
to the installment payment requirements of the pollution 
control obligations insofar as those payments are affected by 
the effective interest rates of the Authority's bonds. Penn 
Power has filed post-effective amendments in this 
proceedings informing the Commission that both issues of 
the Authority bonds were sold to the public at par and to the 
underwriters at 97.6% of par; thus, the effective interest rate 
of the Series A Bonds, bearing interest at 8.0% per annum, is 
8.096%, and the effective interest rate of the Small Issue 
Bonds, bearing interest at 7.9% per annum, is 8.015%. 


Upon the basis of the facts in the record, amended as in- 
dicated above, it is hereby found that the applicable stan- 
dards of the Public Utility Holding Company Act of 1935 
and of the rules promulgated thereunder are satisfied and 


that no adverse findings are necessary; and that it is ap- 
propriate in the public interest and in the interest of in- 
vestors and consumers that the jurisdiction heretofore 
reserved with respect to the installment payment re- 
quirements of Penn Power's pollution control obligations as 
those payments will be affected by the effective interest 
rates of each of the Authority bond issues be released: 


IT IS ORDERED that said jurisdiction heretofore reserved be, 
and it hereby is, released. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19574/June 15, 1976 


In the Matter of 


NORTHEAST UTILITIES 
West Springfield, Massachusetts 


NORTHEAST UTILITIES SERVICE COMPANY 

THE CONNECTICUT LIGHT AND POWER COMPANY 
THE HARTFORD ELECTRIC LIGHT COMPANY 
WESTERN MASSACHUSETTS ELECTRIC COMPANY 
HOLYOKE WATER POWER COMPANY 


(37-65) 


SUPPLEMENTAL ORDER AUTHORIZING EXTENSION OF 
PERIOD FOR THE ISSUANCE OF LONGTERM NOTES BY 
SERVICE COMPANY AND ACQUISITION BY HOLDING 
COMPANY 


Northeast Utilities Service Company (“Service Company”), a 
subsidiary service company of Northeast Utilities 
(“Northeast’’), a registered holding company, and its above- 
named associate electric utility companies, have filed with 
this Commission a post-efective amendment to the 
application-declaration in this proceeding pursuant to Sec- 
tions 6(a), 7, 9(a), 10, and 13(b) of the Public Utility Holding 
Company Act of 1935 (‘Act’) regarding the following 
proposed transactions. 


By order dated June 30, 1966 (HCAR No. 15519), the 
Commission, among other things authorized Service Com- 
pany to issue and sell to Northeast for cash, and Northeast 
to acquire, during a five-year period commencing June 30, 
1966, up to $3,000,000 aggregate principal amount to be 
outstanding at any one time of long-term unsecured notes of 
Service Company to bear interest at a rate of not more than 
one-quarter of one percent above the commercial band 
prime rate on short-term loans in effect in Hartford, Connec- 
ticut. 


By orders dated July 30, 1969, and January 29, 1971 
SEC DOCKET/891 








(HCAR Nos. 16437 and 16980), the Commission, among 
other things, authorized increases in the aggregate principal 
amount of such notes to be issued and sold by Service Com- 
pany to Northeast to the present limit of $10,000,000 
aggregate principal amount at any one time outstanding and 
also extended the authorization with respect to the issue and 
sale of notes to June 30, 1976. The aggregate capital of 
Service Company, including its outstanding notes and 
capital stock, will be maintained at all times at an amount 
not to exceed the sum of two months’ operating expenses, 
plus an amount necessary to finance the inventory of 
materials and supplies proposed to be purchased by Service 
Company and stored in its central warehouse, plus the cost 
of Service Company's property less applicable reserves, 
prepayments, and petty cash working funds. 


Applicants-declarants now propose to further extend the 
period during which the notes may be issued to June 30, 
1981, in order to permit Service Company to meet and 
maintain its net cash requirements for working capital. Such 
longterm unsecured notes, which will not exceed $10,000, 
000 maximum aggregate principal amount at any one time 
outstanding, will mature 40 years from the date the first of 
such notes are issued, will bear interest at a rate not more 
than 120% of the commercial bank prime rate on short-term 
loans in effect from time to time in Hartford, Connecticut, 
and may be repaid at any time without premium. In all other 
respects, the notes will carry the same terms and provisions 
and be subject to the same limitation on the aggregate 
capital of Service Company as the notes authorized under 
the July 30, 1969, order. 


No state commission and no Federal commission, other than 
this Commission, has jurisdiction over the proposed transac- 
tions. 


Due notice of the filing of said post-effective amendment to 
the application-declaration has been given in the manner 
prescribed in Rule 23 promulgated under the Act (HCAR No. 
19539), and no hearing has been requested of or ordered by 
the Commission. Upon the basis of the facts in the record, it 
is hereby found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the public in- 
terest and in the interest of investors and consumers that 
said application-declaration, as amended by said post- 
effective amendment, be granted and permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said application-declaration, 
as amended by said post-effective amendment, be, and it 
hereby is, granted and permitted to become effective 
forthwith, subject to the terms and conditions prescribed in 
Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19575/June 16, 1976 


AMENDMENT TO RULE 23(e) OF THE GENERAL RULES 
AND REGULATIONS UNDER THE PUBLIC UTILITY 
HOLDING COMPANY ACT OF 1935 


The Securities and Exchange Commission has amended 
Rule 23(e) of the Rules under the Public Utility Holding 
Company Act of 1935, 17 C.F.R. 250.23(e) and 17 C.F.R. 
259.111, regarding notice of filing, to become effective im- 
mediately. This amendment deletes from Rule 23(e) the 
form of notice regarding the filing of certain applications and 
declarations. The text of Rule 23(e) is not hereby amended, 
but the form annexed thereto is deleted. Since Rule 23(e) is 
a procedural rule, the amendment is exempt from the 
publication fo notice provisions of 5 U.S.C. §553(e). 


By the Commission. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY OF 1935 
Release No. 19576/June 16, 1976 


Administrative Proceeding File Nos.: 3-288 and 3-4708 
In the Matter of 


NORTHEAST UTILITIES 
(70-4306) 


THE CONNECTICUT LIGHT AND POWER COMPANY 
THE HARTFORD ELECTRIC LIGHT COMPANY 

THE CONNECTICUT GAS COMPANY 

NORTHEAST UTILITIES SERVICE COMPANY 
(54-252) 


FINDINGS AND OPINION APPROVING SALE OF GAS 
PROPERTIES AND RELATED TRANSACTIONS 


These are proceedings on a joint application, as amended, 
filed by Northeast Utilities (‘Northeast’), a registered 
holding company, The Hartford Electric Light Company 
(“HELCO”) and The Connecticut Light and Power Company 
(“CL&P'’), electric and gas utility subsidiary companies of 
Northeast, The Connecticut Gas Company (‘Conn Gas”), a 
nonutility pipeline subsidiary of CL&P, and Northeast 
Utilities Service Company ("NUSCO"), pursuant to Sections 
11(e), 12(d) and 13 of the Public Utility Holding Company 
Act of 1935 (‘Act’) and Rules 43 and 44 promulgated 
thereunder. The applicants request approval of a plan 
(“Plan’’) for the sale by CL&P and HELCO of substantially all 
of their gas utility properties, including the assets and stock 
of Conn Gas, to Connecticut Natural Gas Company ("CNG"), 
or, at CNG’s option, to a wholly owned subsidiary of CNG 
The remaining gas properties, located within the Wallingford 
service area, will be sold to the Town of Wallingford 
(“Wallingford’’), Connecticut. 
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NUSCO acted as agent for CL&P, HELCO and Conn Gas in 
the sale.’ NUSCO also requests authorization, under Section 
13 of the Act, to continue to render, at cost, certain services 
with respect to the gas properties to the purchasers for not 
more than six months after the sale. 


Our notice of filing gave interested persons an opportunity to 
request a hearing. Requests were received from the City of 
Hartford, Connecticut, the Office of Consumer Counsel to 
the Connecticut Public Utilities Commission (PUC”),° 
Southern Connecticut Gas Company (“Southern”), Financial 
Planning Associates (“FPA”) and Wallingford. Southern and 
FPA, whose offers to purchase all or portions of the gas 
properties were rejected by Northeast, appeared in opposi- 
tion to the Plan. The successful bidders, CNG and 
Wallingford, appeared in support of the Plan, although 
Wallingford does oppose a separately negotiated arrange- 
ment under which CNG may buy the Wallingford properties 
if the sale to Wallingford is not consummated. We ordered a 
hearing and denied motions to dismiss the application or to 
defer the proceedings pending the outcome of the various 
applications with respect to the sale pending before the 
PuC# 


All who had requested a hearing were granted leave to be 
heard under Rule 9(e) of the Commission's Rules of Practice, 
except the City of Hartford and Wallingford who, as 
municipalities, were made parties pursuant to Rule 9Q(a) 
thereunder. The hearing commenced September 22, 1975, 
and lasted five days. The applicants and CNG, Wallingford, 
Southern and FPA presented their own witnesses and cross- 
examined the other witnesses. At the close of the hearing, a 
decision by the Administrative Law Judge was waived, and 
briefs and proposed findings were later submited by all who 
appeared in the proceeding, with the exception of FPA. All 
consented to have the Division of Corporate Regulation 
assist the Commission in the preparation of its decision. On 
review of the record, we make the following findings. 


1. DESCRIPTION OF NORTHEAST AND ITS GAS PROP- 
ERTIES 


Northeast is a registered holding company, which owns all 
of the outstanding common stock of CL&P, HELCO, Western 
Massachusetts Electric Company (““WMECO”), and Holyoke 
Water Power Company (‘HWP’). It is an integrated electric 
system, supplying electricity through CL&P and HELCO to 
most of Connecticut, including the City of Hartford, and to a 
substantial part of Massachusetts through its other two 
electric subsidiaries. 


CL&P and HELCO also sell gas at retail in nine divisions in 
Connecticut, six of which are served by CL&P and three by 
HELCO. The combined gas service area covers approximate- 
ly 1,250 square miles, with an estimated population of 
about 1.2 million. The major contiguous area lies in the cen- 
tral and southwest part of Connecticut. Another service area 
is located in the north-central part of the state. The two 
areas are separated by the service territory of CNG. An 
isolated area to the west consists of HELCO’s Torrington 
Division and of the adjoining Winsted District of CL&P’s 
Western Division. Other scattered properties to the east, one 
owned by HELCO and the others by CL&P, extend in part to 
the border of Rhode Island. A map indicating the distribution 
areas is attached as Appendix A. 


= Northeast is predominantly, by far, an electric utility system. 


Its net electric plant, per books, as of December 31, 1975. 
was $2,285,530,693 (including net nuclear fuel plant): its 
net gas properties were only $121,132,357. The net ad- 
ditions to electric plant from 1972 through 1975 were 
$614,124,075; for the gas properties, net additions were 
only $15,738,664. Combined 1975 electric revenues of 
Northeast’s Connecticut subsidiaries were about $578 
million and gas revenues about $68 million. 


Substantially all of the gas supplies for CL&P and HELCO 
are provided under long-term contracts with Algonquin Gas 
Transmission Company and Tennessee Gas Pipeline Com- 
pany, which also supply CNG and Southern. CL&P and 
HELCO also maintain propane and liquefied natural gas 
plants for peak-shaving gas supply. Conn Gas owns ap- 
proximately 65 miles of the gas transmission lines used in 
CL&P’s operations. These lines, among other things, feed 
gas purchased at wholesale to CL&P’s manufactured gas 
plants. Physically, the pipeline system extends from 
Wallingford at its southern-most point, through Meriden, 
and ultimately to the Kensington peak-shaving gas plant, all 
within CL&P’s Central Division.® 


CNG's distribution territory is primarily in the center of the 
state and includes the populous Hartford area, while 
Southern serves the principal population centers along the 
coast, which include New Haven and Bridgeport. Southern, 
in 1972, and CNG, in 1974, each attempted to extend their 
respective service areas by acquiring The Greenwich Gas 
Company (“Greenwich”) in southwest Connecticut. The PUC 
denied Southern’s application,’ but approved the merger of 
CNG and Greenwich.’ Greenwich is now operated as a non- 
contiguous division, isolated from CNG’s principal service 
area by portions of Northeast’s gas properties in the 
southwest. Prior to acquiring Greenwich, CNG made an 
abortive attempt to acquire Southern. An application was fil- 
ed with the PUC proposing a cash tender for Southern’s 
stock,’ but it was withdrawn in late 1974 because of 
adverse market conditions. 


ll. PRIOR AND PENDING PROCEEDINGS AND 
APPLICABLE STATUTORY STANDARDS 


Prior to 1966, Northeast was an exempt Massachusetts 
holding company, with WMECO as its sole electric utility 
subsidiary. In 1966, it registered as a holding company to 
acquire the stock of CL&P and HELCO. We approved the 
acquisition, finding that the electric utility properties con- 
stituted an integrated public utility system, and stated: 


“Such finding relates only to the electric utility proper- 
ties of WMECO, CL&P and Hartford, and does not ex- 
tend to the gas utility properties presently owned and 
operated by CL&P and Hartford or to interests in other 
businesses of any of the three companies. The status 
of the gas utility properties as an integrated gas utility 
system, as defined in Section 2(a)(29)(B), and the 
question as to whether such properties and any non- 
utility business may remain under common control 
within the proposed holding company system of 
Northeast, are subject to determination in further 
proceedings before us.’’? 


In 1971, Northeast publicly announced that it planned to 
dispose of all of its gas properties. The pending proposal to 
sell these properties follows from that commitment and, if 
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consummated, will resolve the issues left open in 1966. We 
have, accordingly, reopened the 1966 proceeding and con- 
solidated the same with the present proceeding with respect 
to the sale. 


In this broader context we consider the proposed sales to 
CNG and Wallingford a plan under Section 1 1(e) of the Act, 
which permits a registered holding company and its sub- 
sidiaries to file a plan to comply with the standards pre- 
scribed by Section 11(b). To approve a plan under Section 
11(e) requires a finding that it is fair and equitable to the 
persons affected thereby. Section 11(e) also requires that 
we find the plan necessary to accomplish the purpose of 
Section 11(b). A consummated sale will achieve that pur- 
pose since it will leave Northeast as an integrated electric 
utility system as defined in Section 2(a)(29)(A) and as we 
concluded in 1966. 


The sales proposal is also subject to the provisions of Sec- 
tion 12(d). It declares it unlawful for a registered holding 
company to sell “any utility assets, in contravention of such 
rules and regulations or orders regarding the consideration 
to be received for such sale, maintenance of competitive 
conditions, fees and comissions [and other specified 
matters] as the Commission deems necessary or appropriate 
in the public interest or for the protection of investors and 
consumers. ...” Pursuant to Section 12(d), we adopted Rule 
44, which requires our authorization for a sale directly or in- 
directly by a registered holding company. In this case, the 
gas properties are owned by CL&P, HELCO and Conn Gas 
and indirectly by Northeast. 


The procedures with respect to maintenance of competitive 
conditions differ substantially from the competitive bidding 
requirements of Rule 50.'° That rule applies, subject to ex- 
ceptions not here material, to an offering of securities issued 
by a registered holding company, or a subsidiary company 
thereof, under Sections 6(b) and 7, or a sale pursuant to 
Section 12(d) of securities which they own. It calls for ex- 
plicit procedures for public invitations of sealed proposals to 
be opened at the time and place prescribed in the in- 
vitations. If the terms of the securities offering meet the 
statutory standards, we authorize the issue and sale and the 
company may subsequently accept the best of two or more 
competitive bids without further authorization from us as to 
price. 


Rule 50 does not apply to a saie of assets. In such a sale, the 
number of interested and qualified purchasers is generally 
more limited and, as here, they are likely to be local utilities 
that neighbor the properties to be sold.'' The statutory test 
must be a pragmatic one as an essential safeguard against 
inadequate prices." It affords the seller some discretion as 
to procedure so long as the adopted procedure is consistent 
with a fair opportunity for interested purchasers to submit 
offers and thus secure a free market's appraisal of the 
property's value.'* We have indeed declined to set these 
procedures in advance, and both adequacy of the price as 
well as maintenance of competitive conditions are reviewed 
by us in each case only after a specific proposal is submitted 
to us for authorization. As we said in connection with a 
preliminary aspect of the sale now before us: 


“As a matter of administrative policy we have left 
compliance with such conditions to be determined 
after negotiations and when a specific proposal to sell 
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is submitted to us. It is not consistent with this policy 
to supervise the negotiations and to prescribe in ad- 
vance, by order in a particular case, ground rules 
which a potential buyer may request. Specific re- 
quirements may vary from case to case, and what is 
suitable in one case may be insufficient, irrelevant, or 
even detrimental in another. A dtermination of com- 
pliance in the light of actual events better serves the 
statutory interests for which Section 12(d) was in- 
tended.’’'* 


There is no dispute here about the fairness or adequacy of 
the price. The major contentions are addressed to 
maintenance of the competitive conditions required by Sec- 
tion 12(d). 


Ill. INVITATION OF OFFERS, THE COMPETING BIDS AND 
THE SALES AGREEMENTS 


Northeast solicited expressions of interest for the gas 
properties from potential purchasers, starting in 1971. A 
total of 91 persons responded, of whom seven, consisting of 
four neighboring gas utilities, two municipalities and FPA 
had not withdrawn at the time Northeast dispatched its re- 
quest for definitive proposals on March 1, 1974. One of 
them, Greenwich, was merged into CNG shortly after it bid 
and its offer was withdrawn, thus eliminating one of the 
seven. Two others, including the Town of Winsted, did not 
submit bids. Wallingford eventually was the successful 
bidder for the properties within its service area. The effective 
competing offers were those of CNG, Southern and FPA for 
all or portions of the rest of the gas properties. 


FPA is not a utility company. It is an investment broker. It 
had no intention of operating the Northeast gas properties 
itself. CNG and Southern, as noted, are major gas utility 
companies in Connecticut, although each is smaller than the 
combined gas departments of CL&P and HELCO. Table | 
compares, as of December 31, 1972, their reported financial 
statistics: 





Table | 
(000's Omitted) 
CNG Including Northeast 
Greenwich Gas 
Gas Co. Southern Properties 
Net plant $75,817 $73.240 $104,688? 
Revenues 38,361 36,404 47,511 
Operating income 6,218 5,334 7,275 


®Excluding $705,000 of real estate not offered for sale. 


In view of the bidding patterns that developed, it is helpful to 
identify the gas properties in terms of three distinct groups. 
One is the ‘southwest group” which includes the Southern 
and Housatonic Divisions of CL&P and the Stamford Divi- 
sion of HELCO. The second consists of all other properties, 
except Wallingford, the third property, which is separately 
identified. Table || below shows the comparative size of 
these property groups at December 31, 1972: 


Table II 


NORTHEAST UTILITIES 
CONSOLIDATED GAS PROPERTIES 
(000’s Omitted) 
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Prospective bidders had been provided with a brochure con- 
taining corporate income statements of the gas departments 
of CL&P and HELCO for the years 1966-1970 and an 





























Southwest group $ 36.526 349 analysis of the gas plant accounts by division for the same 
Other group, excluding Wallingford $ 65.306 62.4 period and divisional analyses of revenues, customers and 
sales. Included also was an extensive description of the 
Total, excluding Wallingford $101,832 97.3 operations of each division; the number and classification of 
Wallingford District 2,856 Zt employees; and the construction program for the next two 
se years. Divisional income statements for the year 1971 were 
Total offered $104,688 100.0 provided in May 1973. 
CL&P ConnGas HELCO NetPlant The brochure explained; at some length, that the gas 
departments and their respective divisions were not com- 
Gas plant $91,223 $3,806 $24,070 $119,099 _ pletely separated from each other or from the electric 
Reserves (9,026) (551) (4,129) (13,706) business. The data were unaudited, and Northeast made no 
representations as to its accuracy, although it stated that it 
,e@.- Net plant-per was believed to be true and correct and that any discrepan- 
books $82,197 $3,255 $19,941 $105,393 cies would not be material. 
Excluded real 
estate-net (705) os —- (705) The request for proposals set forth a detailed list of con- 
‘ ditions to which the definitive proposals were to conform, 
Total $81,492 $3,255 $19,941 $104,688 together with a form of purchase agreement which a 
successful bidder or bidders would be expected to execute 
%* @ Table lil, which follows, shows revenues, expenses, and without any material change. Among other things, a 
operating income for these properties. It is based on un- successful bidder was required at the time of signing the 
audited internal statements of CL&P and HELCO for the purchase contract to deposit 3% of the purchase price. The 
years 1971 and 1972. purchaser's obligation to close was subject to receiving all 
TABLE Ill 
GROUP OPERATING INCOME 
*@ (000s omitted) 
@ 1971 1972 
Southwest Other Wallingford Total Southwest Other Wallingford Total 
Revenues $13,829 $27,624 $1,625 $43,078 $15,255 $30,448 $1,781 $47,484 
*@ Gas purchased or produced (5,862) (12,901) (806) (19,569) (5,698) (14,370) (884) (20,952) 
Balance $ 7,967 $14,723 $ 819 $23,509 $ 9557 $16078 $ 897 $26,532 
Other operating expenses: 
Distribution 908 1,795 109 2,812 1,015 1,966 123 3,104 
ri Maintenance 1,003 1,662 123 2,788 1,431 2,168 134 3,733 
>» Taxes 1,559 2,805 134 4,498 1,758 3.229 150 5,137 
Depreciation 723 1,248 74 2,045 910 1,646 103 2,659 
Other 1,576 2,803 165 4,544 1,719 2,959 175 4,853 
Total* $ 5.769 $10,313 $ 605 $16,687 $ 6833 $11,968 $ 685 $19,486 
Operating income $2,198 :.$:4410 $ 214 $6822 $ 2,724 $4110 “S$ (2412S 7.046 
®». Percent of total 32.2 64.7 3.1 100.0 38.7 58.3 3.0 100.0 
"Including joint expensesof $ 2,383 $ 4498 $ 263 $ 7,144 $ 2,795 $ 5097 $ 296 $ 8,188 
On March 1, 1974, Northeast dispatched a letter inviting necessary regulatory and shareholder consents. It provided 
e» definitive proposals for the purchase of all or any divisional _ further that if the purchaser defaulted for any other reason, 


®» 


portion of the gas properties. It required that provisions be 
made for possible separate sales of the Wallingford or 
Winsted properties, or both. It stated that bids would be 
evaluated in terms of Northeast’s goal of a complete disposi- 
tion of all of the gas business at the same time for the best 
aggregate price. 


including a failure to arrange financing, the deposit plus any 
interest thereon would be retained by the seller, who would 
be free to seek any further damages to which it may be en- 
titled. 


Definitive proposals were received from CNG, Southern, 
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FPA and Wallingford. CNG and Southern each submitted 
alternative bids so drawn as to concentrate the premium on 
the southwest group. Subsequently, Southern and FPA were 
given an opportunity to revise their proposals and each sub- 
mitted a revision. 


A. CNG’s and Wallingford’s Offers 


CNG's offer was for all of the gas properties. An alternative 
proposal, which Northeast eventually accepted, was for all 
of the properties except Wallingford. The base price offered 
by CNG for the gas properties (excluding Wallingford) was 
equivalent to $113,098,618. The base price was stated as 
120% of the net book value, as of December 31, 1972, 
“which is includable in CNG’s rate base for ratemaking pur- 
poses.” This was intended, and later clarified, as a reference 
to the order of the PUC two years earlier which found that 
the depreciation reserve for CL&P’s gas properties was 
deficient. The rate base was adjusted accordingly but provi- 
sion was made for amortization of the difference.'® 


The base price thus offered by CNG was 111% of $101,- 
831,778 of reported net book value at December 31, 1972. 
Related assets, such as inventories are also to be purchased, 
dollar for dollar, at book value, and credit is likewise allowed 
for any liabilities assumed, including contributions in aid of 
construction. The price is to be adjusted, when the sale is 
closed, by 100% of any increase or decrease in the book 
value between December 31, 1972, and the end of the 
calendar month preceding the closing. 


CNG made alternative proposals. The significant alternative 
was for all properties except the southwest group. For these, 
CNG offered net book value, rather than 120% of net book 
value, subject to all the adjustments, including the rate-base 
adjustment, embodied in its accepted offer. This is 
equivalent to 93% of the actual book value, without the rate- 
base adjustment. 


CNG was competing with Southern for the southwest group 
and faced no serious contest for the other properties in its 
own vicinity. It is clear upon analysis of CNG’s alternative 
bids that its strategy was to concentrate the competitive 
effect of the overall premium on the southwest group in the 
hope of assuring the acquisition of that group. The price was 
equal to the difference between the $113.1 million base 
price offered for all of the properties and the $61.4 million 
offered for the other properties alone. 


Wallingford’s proposal was for $3,575,000, or approximate- 
ly 125% of plant having, at December 31, 1972, a net book 
value of $2,856,056. The offer provided for substantially the 
same adjustments as CNG’s offer, except the rate-base ad- 
justment. On February 12, 1975, CNG supplemented its 
contract with Northeast by undertaking to purchase the 
Wallingford property on the same terms as CNG was to 
purchase all other properties, if the sale to Wallingford was 
not completed. Allowing for the rate-base adjustment, 
CNG’s base price for the Wallingford property would be 
about $3.1 million. 


B. Southern’s Offers 


Southern submitted four alternative offers for some or all of 
the properties, but all alternatives included the southwest 
group. Each offer was for assets based on net book value at 
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December 31, 1972, as defined by Southern, subject to ad- 
justment for any subsequent changes thereto. Unlike the 
other bidders, Southern included in its base price the related 
assets such as inventory, and deducted liabilities such as 
customer deposits and contributions in aid of construction. 
The other bidders undertook to make a separate additional 
payment for the net related items. 


Southern offered $39,167,000 for the southwest group. 
which was approximately 107% of the net plant at 
December 31, 1972, or 103% of Southern’s computation of 
net book value.'® One alternative proposed to add the 
properties in Winsted, Wallingford and Torrington on the 
same basis for another $7,564,804, or about 105% of the 
$7.2 million of net plant for these properties. Provision was 
made to take part of these three properties if Winsted or 
Wallingford were sold to others. 


Southern also offered to take either the Central Division for 
$22,505,000 or the Western Division for $18,406,000, but 
not both. It offered to buy all of the properties for $93,534.,- 
O00. All these offers were to be reduced if Wallingford or 
Winsted were excluded. The exclusion of Wallingford would 
reduce this offer to about $91 million. Southern stated that 
these alternatives each represented 85% of its valuation of 
the properties. Its $91 million offer can be viewed as 
representing about $39 million for the southwest group and 
$52 million for all other properties, except Wallingford. The 
latter amount is 79.6% of $65.3 million of net plant. 


C. FPA’s Proposal 


FPA’s proposai involved the creation of two entities as 
“owners,” one to take title to real estate and other non- 
depreciable assets, approximately 5% of the total, and the 
other to take title to the balance of the property. Neither 
owner would operate the gas business. The owners would 
lease the fixed plant to a gas company or companies for 
operation, and the operators would be required to purchase 
the inventories and other consumable assets included in the 
sale. The owners would obtain the purchase price, in the 
manner customary in leveraged lease financing, be selling 
debt securities for about 80% of the total, providing about 
20% in equity. In such financing, the amount of debt 
securities that can be sold depends on the amount of the an- 
nual rent, which must at least be sufficient to pay the in- 
terest and amortize the principal at an acceptable rate and 
provide a return on equity. The debt securities would be 
issued without recourse and investors would look to the 
lessee for the rent to satisfy the owner's debt obligation. 


Although lease financing is not unprecedented,’’ it intro- 
duces complications. FPA recognized that, since the leased 
property is 100% debt financed as far as the lessee is 
concerned, the lessee would have to finance the future 
capital costs of the business with new equity money until an 
appropriate debt-equity ratio was achieved. Moreover, the 
ability of the owner-lessor to borrow most of the price of the 
property at a reasonable interest rate would depend, as FPA 
also recognized, on the credit-worthiness of the lessee, who 
must assume an unconditional obligation to pay the rent, all 
other operating expenses, and to supply the new capital re- 
quirements in the future. 


FPA’s base price for all of the properties was $112,972.- 
401, or 107.9% of net book value of the plant.'® It was con- 
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tingent on its ability to find a responsible lessee on the basis 
of annual earnings of $12,060,278, and on the ability of the 
owners to place 20-year debt obligations at a 9% interest 
rate. 


Among other conditions precedent, FPA required that the 
PUC establish the rate-base treatment of the property and 
provide for setting rates sufficient to enable the lessee to 
meet rent and other obligations under the lease and to 
provide the lessee with a return sufficient to compensate it 
for the risks of the operations and allow it to raise capital for 
future additions, and that the PUC rule favorably on other 
aspects of the transaction. 


Although the actual purchase and the price were thus con- 
tingent on the terms of a lease to be negotiated and a 
special order from the PUC, among other matters, FPA couid 
state only that Southern had accepted an option to lease 
part or all of the property if FPA’s proposal were accepted, 
but that Southern assumed no financial responsibilities for 
the purchase price. FPA undertook to use its best efforts to 
find another lessee if Southern did not exercise its option. It 
also granted a two-year exclusive agency to an investment 
banker, which undertook to use its best efforts to sell debt 
securities as agent for the proposed lessor or lessors. 


It is not necessary to determine whether it was possible for 
the FPA proposal to mature into an actual sale at a satisfac- 
tory price. After further discussions, culminating in a revised 
FPA proposal dated August 8, 1974, Northeast decided not 
to consider the FPA proposal further. Enough has been said 
to explain why we consider that decision reasonable. 


D. The Concluding Agreements 


Northeast’s acceptance of Wallingford’s offer for the 
Wallingford property is not questioned and was clearly 
proper. CNG’s offer for all the rest of the property un- 
questionably involved the highest price. But CNG, like the 
other offerors, declined to assume the risk of inability to ob- 
tain the necessary financing. 


The purchase contract signed by CNG and now before us 
differed fundamentally in this respect from the contract 
Northeast originally demanded. The final contract included 
additional terms and conditions, notably paragraphs 3(e) and 
9. Under paragraph 3(e), if CNG is unable to arrange finan- 
cing, it is relieved from its purchase agreement, but it is 
obligated to Northeast for the latter's out-of-pocket ex- 
penses not to exceed 0.15% of the purchase price 
($201,727). Paragraph 9 provides that CNG may terminate 
the contract if its board of directors determines that finan- 
cing, though available, is “inimical to the best interests” of 
its shareholders. In that event, CNG would forfeit the $201,- 
727 plus all interest accrued on the deposit, or approximate- 
ly $600,000.'? One of the issues as to maintenance of com- 
petitive conditions related to these provisions in the 
purchase contract. 


IV. MAINTENANCE OF COMPETITIVE CONDITIONS AND 
FAIRNESS OF PRICE 


We are satisfied that competitive conditions were main- 
tained in accordance with Section 12(d) of the Act in the 
proposed sale of the gas properties. Northeast’s efforts were 


directed toward obtaining the best price for the properties it 
was committed to sell, and the contracts before us are the 
result of vigorous competition. Nothing in the record per- 
suades us that Northeast discouraged or would have re- 
jected a better offer in order to sell the properties to CNG. 
On the contrary, commencing in 1971, Northeast took ap- 
propriate steps to solicit offers from a broad range of possi- 
ble purchasers and concluded by accepting the CNG and 
Wallingford bids, which in the aggregate, were superior to 
the others by a wide margin. In its evaluation of the com- 
peting bids by CNG, Southern and FPA for all of the gas 
properties except Wallingford, Northeast estimated that, 
based on a closing at December 31, 1975, the offers would 
have been as follows: 


CNG $142,698,018 
Southern 114,835,000 
FPA 138,805,445 


As of the end of 1972, as we have noted, the premium 
offered by CNG was about 11% of net book value. The es- 
timated purchase price, as of December 31, 1975, includes 
a premium of just under 10%, which reflects net additions to 
plant for which CNG is obligated to pay book value only, 
without a premium. We also find that the aggregate price is 
fair and equitable. !n this and other respects, both Sections 
11(e) and 12(d) of the Act are satisfied. 


A. Issues as to Maintenance of Competitive Conditions 


In its invitation of March 1, 1974, Northeast had specified 
that the bidders undertake to execute a contract in the form 
circulated by Northeast. The proposed contract was drawn 
as a firm commitment, subject to necessary regulatory and 
stockholder authorizations and the seller's ability to transfer 
title. 


None of the proposals complied with this condition. CNG’s 
departure was limited ostensibly to a statement of the need 
to clarify provisions in the draft contract which it considered 
ambiguous or improvident, but the ensuing discussions 
revealed that it was proposing substantially less than the 
firm purchase contract sought by Northeast. Southern and 
FPA also declined to undertake an unqualified obligation to 
buy. In each case the major condition, variously expressed, 
was also a right to withdraw if satisfactory financing was not 
available at closing. Even Wallingford’s proposal was 
qualified by the need to secure legislation to facilitate such 
financing, although it had no doubts as to its ability to raise 
the money.?° 


At this point, Northeast could have rejected all of the 
proposals and instituted another round of negotiations, 
perhaps with a different contract. Instead, Northeast chose 
to treat the noncomforming proposals as counter-offers and 
to negotiate individually with each bidder, particularly re- 
garding the financing contingency. 


The question about financing was important to all the 
bidders. All of them would have to finance the purchase of 
the properties by a sale of securities, which could not be 
placed or offered until all regulatory approvals were ob- 
tained. Hence, the financing contingency turned on market 
conditions and cost of money at some undetermined date in 
the future, not on the individual credit of particular bidders. 
The state of the market for utility securities in 1974 added to 
their concern.?' 
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In its submission of August 8, 1974, FPA restated the dollar 
amount of its earlier proposal by substituting a range of 
prices dependent on the interest rate at which the lessor’s 
debt obligations could be sold. There is no need to detail 
these changes since, as indicated previously, Northeast 
determined not to go further with FPA’s proposal. 


Southern’s revised proposal of August 2, 1974, did not alter 
the price or prices it was offering to pay. Southern affirmed 
its unqualified position as to financing, stating: “We are re- 
quired to condition each and every bid contained in this 
letter on our ability to obtain firm commitments as to the 
financing of the purchase price." Southern added that it was 
advised that there was a “good possibility” that markets will 
stabilize in the near future and that Southern would be ina 
position to finance by the time the price is payable. It 
recommended that Northeast defer the bidding process until 
money rates became reasonable or to consider a lease or 
acceptance of securities rather than money for the proper- 
ties. 


CNG stood by its offer as to price, but also continued to 
refuse to undertake to buy regardless of its ability to raise 
the money. Negotiations with Northeast led to the purchase 
agreement, signed on November 27, 1974, which declared 
in paragraphs 3(e) and 9 that failure to consummate for the 
financial reasons specified therein would not be a default. As 
modified, the agreement represents a concession by 
Northeast on a point that provoked the opposition of all 
bidders. Under paragraphs 3(e) and 9 of the purchase agree- 
ment, CNG is not exposed to the liabilities of a defaulting 
purchaser if it is unable to consummate the purchase 
through no fault of its own, despite its best efforts. But this 
does not reduce the contract to a mere option, as Southern 
claims. 


The purchase contract, essentially paragraphs 3 and 9, 
makes clear that PUC authorization of the CNG’'s financing is 
a condition to consummation. It continues the requirement 
of shareholder approval, but the board of directors of CNG is 
required to recommend approval in proxy material reviewed 
by the seller, and CNG is to use its best efforts to obtain an 
affirmative vote. 


There are added extensive provisions relating to financing of 
the purchase. In essence, CNG is given the right to terminate 
the contract if it is unable to sell sufficient securities to pay 
the purchase price, but CNG is required to use its best ef- 
forts, in consultation with the seller, to secure the financing. 
The agreement provides for a form of arbitration by a jointly 
selected investment banker if the investment bankers for the 
seller and purchaser disagree as to feasibility of financing. 


If CNG performs all of these obligations and still is unable to 
finance, it is relieved, under paragraph 3(e) from further 
liability on reimbursing Northeast for its out-of-pocket ex- 
penses, up to $200,000. Section 9 of the definitive contract 
permits CNG to terminate if its board of directors 


“in the exercise of prudent judgment and after giving 
due consideration to the advice and counsel of 
purchaser's investment banker reasonably determines 
that consummation of the long-term financing 
arrangements and compliance with the terms of the 
securities agreements referred to in said Section 3(e) 
would be inimical to the best interests of CNG’s 
shareholders.”’ 
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This termination right is thus limited to an exercise of judg- 
ment on the effect of the terms of a particular financing. 
Although the discretion granted CNG is broad, the con- 
tingency is specific. An arbitrary refusal to proceed would be 
a default under Section 8 of the contract, involving forfeiture 
of the deposit and exposure to additional damages. 


The revisions in the contract with CNG were not mere 
clarifications of the draft agreement that Northeast had 
originally drawn. A purchaser who signed the contract in the 
original form, but proved unable to perform because he 
could not finance would have been in default. Under stan- 
dard contract law, CL&P and HELCO would have been en- 
titled to judgment for the damages flowing from that default, 
basically the difference between the contract price and the 
amount the sellers could salvage from another sale.2* The 
amendments included in the signed agreement shifted the 
risk of adverse securities markets from CNG to Northeast. 


Southern fully shared CNG’s unwillingness to assume the 
financing risk. The protection Southern sought did not differ 
in its basic purpose from that granted CNG. CNG executed a 
purchase contract which provided for a subsequent termina- 
tion, with sharply limited iiability if the necessary financing 
could not be procured. Southern made its obtaining firm 
commitments as to the financing a condition precedent 
rather than a condition subsequent. With firm commitments 
for the necessary short-term and long-term financing in 
hand, Southern would not be exposed to financing risks, 
which it, like CNG, was unwilling to assume. Southern spoke 
in its proposal of its hope that it would be in a position to ob- 
tain the financing by the time the purchase price is payable. 
In view of the manner in which large offerings of utility 
securities are underwritten or privdtely placed, Southern 
could not have obtained firm commitment for the financing 
significantly prior to the closing date. 


There are some advantages in detail which the CNG contract 
provided over a simple acceptance by Northeast of 
Southern’s offer. Southern conditioned the making of any 
deposit on its signing of the contract, while CNG gave the 
sellers the immediate unrestricted use of $4 million during 
the interval. The CNG contract specified in considerable 
detail CNG’s obligations to seek financing and required 
some compensation to Northeast even if those efforts failed. 
We do not assume that Southern would have balked at com- 
parable requirements. 


The main objective of Section 12(d) is price competition. 
That objective was satisfied by Northeast when it received 
the competing offers in response to its invitation of March 1, 
1974, and by the preparatory events that preceded the in- 
vitation. As to this, the record is clear and beyond cavil. 
Northeast’s subsequent approach to the bidders and the 
concluding agreement with CNG did not impair the com- 
petitive benefits that it had effectively secured. Southern 
continued to insist that its bid must be subject to the 


- availability of financing. CNG also insisted on a financing 


contingency. In neither case was a price adjustment re- 
quested or offered for exculpatory conditions as to financing. 


Southern asserts that because of its limited liability under 
the purchase agreement, CNG will be in a position to 
repudiate the agreement and exact concessions as to price 
later on, when all competitors are effectively out of the way. 
Its assertion that CNG’s bid was “illusory” is wholly unsup- 
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ported by the evidence. It reflects Southern’s opinion that 
any bid other than its own must be excessive and prompted 
essentially by the desire to eliminate a competitor. Southern 
does not suggest that Northeast was in any way a party to 
such alleged motives or ulterior designs. 


CNG’s interest in the purchase of the gas properties is no 
less genuine than Southern’s. CNG offered to pay more on 
the basis of its own assessment of their worth. The ex- 
culpatory conditions in the purchase agreement, particularly 
paragraphs 3(e) and 9, were negotiated at arm's length. 
They represent what the contracting parties believe to be a 
reasoned accommodation to reflect the magnitude of the 
transaction and uncertainties regarding financing. 


We approve herein the sale under contract presented to us. 
If it is not consummated, the two years of effort and sub- 
stantial costs incurred by the parties will have been wasted. 
Any subsequent sale must be resumbitted and examined in 
light of all requirements of Section 12(d). Before signing a 
new agreement, Northeast may find it necessary or prudent 
to invite another round of bids. Perhaps, fortified by hind- 
sight, Northeast may then devise procedures that would 
render moot many of the points of contention that have 
marked this pending proceeding. To speculate now about 
the probabilities of repudiation or of price adjustment would 
be a wasteful exercise in which we shall not engage. 


Southern also contends that approval of the sale to CNG 
should be denied because it believes that CNG cannot 
finance the purchase. CNG has not adopted definitive plans 
for financing, but has indicated that a likely program would 
involve the following: 


First mortage bonds $ 98,000,000 
Preferred stock 5,200,000 
Common stock 46,000,000 

Total $149,200,000 


The gas properties to be acquired are expected to be owned 
by a subsidiary of CNG which will sell its senior securities by 
private placement or by public offering. It will issue the com- 
mon stock for $46 million to CNG, which in turn will sell to 
the public an equal amount of its common stock. In making 
its calculations of CNG's ability to finance the acquisition, 
Southern made a series of assumptions as to market prices 
and the number of shares CNG would have to sell to obtain 
$46 million of new equity capital. 


Southern states that the gas properties to be acquired would 
have to provide CNG with an annual net income, after in- 
terest and income taxes, of about $6.5 million in order to 
avoid reducing 1974 per share net income on CNG’s com- 
mon stock. It computed pretax income, based on available 
1974 data, at $6.8 million and concluded that after provi- 
sion for income taxes net income would be less than half of 
that amount. Southern assumed an effective combined 
Federal and Connecticut tax rate of 52.7%, representing the 
48% Federal rate, plus the 10% Connecticut rate, adjusted 
for the deductibility of the Connecticut tax for Federal in- 
come taxes. 


A major defect in Southern’s presentation is that it fails to 
recognize the substantial difference between taxable income 
and income computed for purposes of financial reporting. 
Taxable income is generally and often less because of 


special deductions, such as accelerated depreciation. Tax- 
able income is by definition taxed at the statutory rate. But 
liability for taxes cannot be calculated by applying the same 
rate to pretax income reported for financial purposes.?? 


In fact, the 1974 financial statement of Northeast, upon 
which Southern relies for its argument, showed provisions 
for income taxes in that year for the gas departments at 
29.3% of net income after interest and before income taxes. 
The entire tax provision was for deferred taxes, representing 
primarily the tax savings due to accelerated depreciation. 
CNG’s annual report for the same year showed an effective 
tax rate of 25%. About 88.6% of CNG’s Federal tax provision 
was deferred taxes. Southern itself also reported an effective 
rate of 25% in that year, all deferred. In calculating earnings 
per share for the CNG common stock, after the acquisition of 
the gas properties, Southern mistakenly applied the full 
statutory rate rather than an effective rate that is undeter- 
mined but significantly less. 


Moreover, an examination of a single year’s income state- 
ment is inadequate to support Southern’s assertion. Tax 
rates, the operating economies which CNG expects to 
realize, and interest rates on bonds that CNG’s subsidiary 
will issue to finance the purchase affect the prospective net 
income from the gas properties. Income per common share 
will depend not only on the amount of net income but also 
on the prices that CNG can sell its common stock to provide 
tha balance of the funds. But the effect of these factors, and 
others, cannot be evaluated by simple arithmetical ad- 
justments to Northeast’s reported 1974 income. 


No evidence was permitted regarding the earnings CNG 
could expect from the properties it has agreed to buy, and 
inquiry into its proposed financing was limited. We do not 
have jurisdiction over CNG or authority to approve or disap- 
prove its acquisition or financing. The PUC does, and it has 
set for hearing both transactions in light of the express re- 
quirements of Connecticut law. Accordingly, our concern 
with these matters is limited to considering whether the 
terms of sale are so unrealistic as to render the proposal un- 
worthy of consideration and an imposition upon our 
time. 


Paul Hallingby, Jr., President of White Weld & Co., testified 
for CNG and Franklin D. Sanders, a Vice President of The 
First Boston Corporation, testified for Southern. They are 
well qualified in utility finance and advised their respective 
clients during the bidding. 


Mr. Hallingby expressed the opinion that conditions in the 
securities market would permit financing of the purchase on 
terms he could recommend. Mr. Sanders was of the opinion 
CNG could not finance the purchase price under then 
prevailing market conditions. These experts did not disagree 
about historical market conditions. Both stated that the 
market in the latter part of 1974 was too disturbed to permit 
financing at the time the final offers were being made. Each 
advised his respective client to proceed, relying on the fact 
that the actual purchase would be well in the future, and 
considered the adverse 1974 conditions as _ transitory. 
Southern’s expert then expected a closing in late 1975 and 
CNG’s in early 1976. Both were a little optimistic in this 
respect. 


Southern’s expert advised his client to bid on the premise 
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that the historically high 1974 level of capital costs would 
prevail at the time of closing, and adhered to that view in 
evaluating CNG’s ability to finance the acquisition. CNG’s 
expert had been and remained of the opinion that such 
levels would be somewhat lower when the purchase is clos- 
ed, which, at the time of his testimony, he expected would 
be in the latter part of 1976. 


Each relied on his client's opinion of the income from the 
properties to be acquired. Southern took a cautious ap- 
proach, while CNG had a firm opinion as to the advantages it 
would gain from the purchase. The difference would 
necessarily influence the judgment of the experts who relied 
thereon as to the appropriate price and the feasibility of 
financing. 


CNG has agreed to purchase a substantial and profitable gas 
business in a territory adjacent to its own at a price 
equivalent to about 110% of net book value. It plans to 
finance this purchase in a conventional manner. Any such 
transaction which is dependent on future events involves 
some uncertainties, and market conditions when securities 
are to be sold is a large element of such uncertainties. CNG 
and Northeast dealt realistically with these contingencies in 
the purchase contract, and in terms of our statutory respon- 
sibility, we have no reason to disapprove this business 
arrangement. 


Finally, Southern complains that competitive conditions 
were not adequately maintained because Northeast refused 
to supply income data with respect to the nine divisions of 
CL&P and HELCO for years after 1971. Its complaint is 
directed mainly to operating expenses of the gas properties, 
a major part of which, as noted in Table Ill, supra, is 
represented by overhead and other joint expenses of the gas 
and electric operations. 


Southern does not claim that it would have offered more for 
the gas properties than CNG, had full divisional income data 
been supplied. It claims only that it possibly would have bid 
more for some of the divisional properties, particularly the 
southwest group, that possibly other bidders might have 
competed more vigorously for the other divisions, and that 
the aggregate of such bids might have exceeded CNG’s 
offer. 


CL&P and HELCO, as both gas and electric utilities, have not 
maintained, and are not required to maintain, a full segrega- 
tion of the gas businesses. CL&P and HELCO do not appor- 
tion joint operating expenses between total electric and gas 
operations unless required to do so.”* If required, joint ex- 
penses in a particular year have been allocated in proportion 
to revenues for that year. In the 1971 divisional data, which 
were furnished to bidders, divisional joint expenses for the 
gas properties were suballocated in proportion of divisional 
gas revenues to total gas revenues of CL&P and HELCO, 
respectively. 


Such dual allocations are not more precise but are a further 
retreat from actualities. Allocation of costs and expenses is 
not susceptible of mathematical calculation. As the 
Supreme Court said in Colorado Interstate Gas Co. v. 
Federal Power Commission, 324 U.S. 581, 589 (1945): 
“Allocation of costs is not a matter for the slide rule. It in- 
volves judgment on a myriad of facts. It has no claim to an 
exact science.” Allocation based on revenues is one prac- 
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tical technique for utility companies like CL&P and HELCO 
that combine an electric and gas business.”® It is of limited 
value to a prospective purchaser who, like CNG or Southern, 
would integrate the acquired gas properties with their own 
adjacent gas utility business. The overhead expense incurred 
by CL&P and HELCO for a combined electric and gas 
business would no longer apply and would be replaced by 
the overhead costs which the purchaser would incur in a 
fundamentally different operation. 


All persons who expressed interest were supplied by 
Northeast with detailed and extensive information with 
respect to the gas properties. Additional and current data 
appeared in the reports that CL&P and HELCO filed with 
PUC and the Federal Power Commission. These reports 
were public and were available and the PUC reports were, in 
fact, used by Southern. When Northeast provided the 
divisional information for 1971, it may have encouraged the 
requests for the additional data. Had Northeast chosen to 
oblige, the supplied information would undoubtedly have 
been hedged and qualified by prudent disclaimers.?® In face 
of the contretemps that its divisional data produced, 
Northeast’s refusal was the better part of discretion. The 
value of information which Northeast would not vouch for is, 
to say the least, dubious. 


It is in any event pointiess to speculate for fuller divisional 
data might have affected the offers. The question before us 
is whether Northeast’s judgment as to the procedures for 
securing offers and for supplying information was 
reasonable to satisfy Section 12(d), and we conclude that it 
was. We note, as an aside, that in case of a new round of 
bidding, which Southern desires, competition may not be as 
sharp as it was in 1974, when prospective purchasers did 
not know each other's offers. 


Wallingford objects to an agreement by Northeast to include 
the Wallingford properties in the sale to CNG if the 
Wallingford purchase is not consummated. The purchase 
agreement with CNG was signed on November 27, 1974. 
The contract with Wallingford was signed on December 30, 
1974. The offer to purchase the Wallingford properties was 
made by CNG in a letter to Northeast on February 12, 
1975.2? 


Wallingford needs a supply of peak-shaving gas from 
facilities included in the properties sold to CNG, and has had 
difficulties in negotiating the terms for such supply with 
CNG. Wallingford’s concern is that the supplemental agree- 
ment gave CNG a motive to frustrate consummation of the 
Wallingford sale. 


The bidding instructions mailed by Northeast on March 1, 
1974, expressly require the buyer of the Kensington peak 
shaving facilities to provide 2,588 Mcf of gas annually to 
Wallingford for a reasonably long-term period and at a 
reasonable price reflecting the costs of that facility. This re- 
quirement was incorporated into both of the purchase con- 
tracts. The terms of the peak-shaving contract were left to 
initial negotiation of the parties, but CL&P retains the right 
to fix the terms if the parties cannot reach agreement. No 
definitive agreement has yet been reached. 


CNG’s offer to buy the Wallingford property was made more 
than a month after the purchase contract with Wallingford 
was signed. Northeast is committed to sell all of its gas 














properties, and the standby sale of the Wallingford property 
to CNG is in accord with that commitment. This is not a case 
in which a subsequent agreement placed one bidder in a 
position to frustrate another. Since the sale to CNG would 
be at a significantly lower price, it is clearly in the interest of 
Northeast to consummate the sale to Wallingford. 


CNG 
Offer $113,098,618 
Net Plant 12/31/72 101,831,778 
Premium 


$ 11,266,840 


The actual price, as we have noted, is subject to continuous 
adjustment to date of closing, since the sale includes other 
assets, such as inventories. The price is to be increased or 
decreased, dollar for dollar, to reflect plant additions and 
depreciation accruals since December 31, 1972, and is sub- 
ject to credit for certain liabilities, such as customer deposits 


B. Adequacy of the Price 


In substance, the two contracts before us provide for sale of 
all of Northeast’s gas properties at net book value plus a 
premium of about $12 million. The amount of the premium 
was fixed in terms of the December 31, 1972 net plant 
value, and amounts to: 


Wallingford Total 
$3,575,000 $116,673,618 
2,856,056 104,687,834 


$ 718,944 $ 11,985,784 


and contributions in aid for construction. 


Table IV below summarizes the consolidted operating in- 
come of Northeast’s gas properties for the years 1971- 
19752" 


TABLE IV 


NORTHEAST UTILITIES 


Gas Department 
(O00’s Omitted) 





























1971 1972 1973 1974 1975 
Operating Revenues $43,108 $ 47,511 $ 47,114 $ 59,518 $ 67,668? 
Operating expenses» 36,081 40,236 40,264 48,647 57,975 
Net operating income $ 7,027 $° 7275 $ 6,850 $ 10,871 $ 9693 
Other income* 252 358 771 196 198 
Income before fixed charges? $ 7,279 $ 7,633 $.. 7,621) $ 11,067 9,891 
Net gas plant-in-service $99,490 $105,393 $113,124 $118,245 $121,132 
Sales (mcf-thousands) 24,584 25,156 23,850 24,435 21,885 
% net gas plant to total net plant 6.4% 5.9% 5.7% 5.4% 5.0% 
% gas revenues to total revenues 10.6% 10.0% 8.8% 8.4% 8.6% 
% gas operating income to total operating 
income 7.7% 6.6% 5.4% 7.1% 6.1% 
Provision for income tax included in 
operating expenses 3. 300 $ 526 $( 398) $= 2.523 $ 193 


a 


Including $2.0 million in 1974 and $4.1 million in 1975 collected subject to refund. 


b Significant amounts of common indirect expenses are allocated between electric and gas operations in proportion to 


revenues. 


e 


d 


¢ “other income” is principally allowance for funds used during construction. 


Fixed charges are allocated between gas and electric in proportion to the amount of plant-in-service at the beginning 


of each year. The allocated interest and preferred dividends ranged from $3.7 million in 1971 to $7.0 million in 1975. 


Excluding, for the reasons we have previously stated, the 
FPA proposal, the second best combination of offers receiv- 
ed would have involved a division of the properties between 


CNG and Southern. Passing over some difficulties in inter- 
preting the bids, the aggregate price would appear to be as 
follows: 
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Net Plant Value 
December 31, 1972 





TABLE V 
(000's Omitted) 








Southwest group $ 36,526 
Torrington # $2,993 
Winsted 1,365 4,358 
Southern Total $ 40,884 
Less adjustment for 
inventories, etc. 
Other group 60,948 
Wallingford 2.856 
Total $104,688 


CNG Southern 

Alternative Alternative Total 
$ $39,167 $ 39,167 
4,716 4,716 
$43,883 43,883 

b b 
56,708° 56,708 
3,575 
$56,708 $43,883 $104,166 


3 The alternative bids conflict as to HELCO’s Torrington division. Although the terms of the offers would seem to permit 
a sale of Torrington to CNG and Winsted to Southern, the geographic proximity of the two properties casts doubt on the 
feasibility of such an arrangement. If both properties were sold to CNG at its alternate price, the total price would be 


about $660,000 less. 


b Southern’s offer includes certain asset and liability adjustments for which CNG agreed to make a separate payment. 


The exact amount cannot be determined from the record. 


¢ The CNG alternate bid, after allowing for the rate base adjustment, was 93.044% of net book value. 


The second best combination of offers would have reduced 
the aggregate base price of $116,663,618 by at least $12.5 
million, and probably by more than $13 million. The price to 
Northeast on the basis of the offers is fair. It clearly meets 
the applicable standards of the Act. 


V. CONSUMER INTEREST AND OTHER MATTERS 


Consumer Counsel states that, in approving the plan, we 
must consider the consequences of the sale to gas 
customers of CL&P and HELCO. Counsel refers to Sections 
11(e) and 12(d), both of which, like most other regulatory 
provisions of the Act, refer to the “public interest’ as well as 
to the ‘protection of investors or consumers.” 


The proposal to sell the gas properties is before us as a plan 
under Section 11(e) for the purpose of complying with the 


integration requirements of Section 11(b)(1). The sale, when: 


consummated, will satisfy these requirements, for Northeast 
will then be an integrated electric system, as we found in 
1966. The mandate of Section 11(b)(1) is directed to all 
registered holding companies. It is one of the basic re- 
quirements of the Act which, along with others, were 
designed by the Congress to remedy abuses that, in the 
words of Section 1(b), were detrimental to the public in- 
terest and the interests of investors or consumers. We are 
bound by that legislative determination, and we are directed 
to take the necessary steps to insure compliance by 
registered holding companies. 


The proceeds of the sale of the gas properties will be 
reinvested by CL&P and HELCO in their respective electric 
businesses. The estimated proceeds at December 31, 1975, 
are less than one year’s construction budget. The effect will 
be to relieve CL&P and HELCO from issuing an equivalent 
amount of new securities to finance electric construction.?9 
At current capital costs, the annual charges on such new 
securities would approximate the combined annual 
operating income of the gas properties that are to be sold. 
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The result of the sale, as we have indicated, would be of 
benefit to CL&P and HELCO, and to their investors and 
customers. The Act does not require us to search for some 
equivalent benefit for those who will be gas customers un- 
der CNG:s management. Customer interests are far too 
diverse to permit such a balancing of benefits. Gas 
customers will continue to be, for the most part but not en- 
tirely, electric customers of CL&P and HELCO. Some of the 
gas customers are in towns with municipal electric systems 
which purchase power at wholesale from CL&P and HELCO. 
The latter also supply electricity in parts of Connecticut for 
which gas is provided by CNG or Southern. °° There is also 
wide diversity in usage depending upon whether users are 
industrial, commercial or residential customers, and even 
residential customers do not use gas and electricity in the 
same proportions. 


In face of these wide variations in consumer interests, the 
sort of general inquiry that is suggested would not produce 
meaningful results. The record provides no helpful data, and 
those who would have us find an answer have yet to define 
the nature of the question or the criteria in light of which 
determinate conclusions can be achieved. The suggestion by 
Consumer Counsel and Southern that, in terms of consumer 
interests, we consider the consequences of the premium in 
the purchase price or the effect of the sale upon embedded 
costs has the virtue of concreteness. It merits some extend- 
ed discussion to which we now turn. 


Payment of a premium in the sale of utility assets is not in- 
consistent with the public and other interests that are found 
in the Act. In this case, as in others, the seller is entitled to 
full market value of its property, and Sections 11(e) and 
12(d) are directed to protecting that right. In Connecticut, as 
in many other states, consumers are protected from escala- 
tion of rates due to a purchase, and a practical limit is placed 
on market value by limiting the rate base to the original cost 
of the properties, regardless of the price actually paid. 
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Buyers nonetheless are generally willing to pay a substantial 
premium.?! 


It represents some compensation to the seller for such fac- 
tors as the difference between the accumulated depreciated 
costs of facilities constructed at different times and varying 
price levels and their current value, the prospective growth 
of the business being sold, and the operating economies 
which the buyer expects to gain by replacing the seller's 


embedded cost saving. All of the embedded cost savings 
now available to Northeast’s utility. customers in Connec- 
ticut will remain, since the sale does not require retirement 
of any low interest rate securities of CL&P and HELCO. 


The savings arise principally from bonds sold many years 
ago at interest rates as low as 2-5/8%. They are transitory 
and will disappear as these bonds mature. The maturing 
bonds will be refunded at current rates, and additional 


@ @ organization with its own. securities must be sold to cover new construction. CL&P and 
HELCO’s electric business has involved annual gross proper- 

The premium is a fixed amount, which becomes relatively ty additions approximating $180 million in each year since 
smaller as the acquired business gorws and becomes ab- 1971. Northeast’s most recent registration statement in- 
solutely smaller as the premium is amortized. Normally, asin  dicates that additions of the same annual magnitude are 
the present case, the stated premium is based on the plant budgeted through 1978. 
account of some convenient prior year and will be substan- 

ee tially reduced in percentage terms by the time the sale is ac- _!t is not necessary to speculate about the future course of in- 
tually closed. A large part of the 20% premium CNG offered terest rates to conclude that the benefits from the low in- 
represented the depreciation deficiency, which was already terest rate bonds not outstanding will become increasingly 
an element in Northeast’s accounts and which Northeast significant. It interest rates fall, the difference between the 
has itself been amortizing since 1972 and would continue to average rate and the current rates, which creates the 
amortize independently of any sale. The CNG offer thus in- S4V!Ngs, will narrow. If interest rates remain high, new bonds 
volves a premium of about 11% in 1972. reduced to about sold for refunding or for construction will raise the average 

ee 10% by the end of 1975. A purchase at a premium of 10% =‘ “apidly. 


based on an overall rate of return of 8.8% is equivalent to an 
effective rate of return of 8% on the purchase price. Finally, 
to the extent the premium represents the current market 
value of depreciable property, it is an additional cost for 
computing taxable income and about half of the premium 
will be recovered by the purchaser in the form of tax savings. 


It is also suggested that the sale will adversely affect gas 
customers by eliminating the seller's low embedded cost of 


Each company has issued its bonds under a single mortgage 
indenture covering both the electric and gas properties. Fix- 
ed charges, and consequently the embedded cost savings, 
are allocated between electric and gas operations in propor- 
tion to net utility plant at the beginning of each year. Table 
VI below summarizes the percentage of the gas plant to 
total plant in each of recent years; and the amount of in- 
terest and preferred dividends allocated to the gas business 
in each of the last five years: 











Capital in which the gas business now shares. The present 
: & owners, CL&P and HELCO, have accumulated their capital TABLE Vi 
over a long period of time, in part by periodic sale of long- CL&P HELCO Combined 
term bonds and preferred stock. Reflecting a prolonged rise 1969 12.4% 5.5% 9.9% 
in interest levels, the annual charges on the earlier series of 1970 11.9% 5.0% 9.4% 
e@@ bonds and preferred stock are significantly lower than would 1971 11.0% 4.5% 8.7% 
be required on sale of the same securities today. The 1972 10.0% 4.3% 8.0% 
average annual charges on the senior securities outstanding 1973 9.3% 3.9% 7.4% 
is the “embedded cost’ of senior capital. The difference 1974 8.9% 3.8% 7.1% 
( between this average and the current market rates is the 1975 8.5% 3.7% 6.8% 
(000's Omitted) 
eed 
% \Increase % Increase 
Preferred Over Net Gas Over 
Interest Dividend Total 1971 Plant 1971 
1971 $2,942 $ 800 $3,742 - $ 99,490 - 
1972 is ne Ths 1,018 4,393 17.4 105,354 05.9 
ee 1973 4,047 902 4,949 32.3 113,124 taf 
1974 4,985 V2a2 6,217 66.1 118,245 18.9 
1975 5,530 1,441 6,971 86.3 121,132 21.8 
2 @ As the foregoing shows, the rapid growth of electric plant As an illustration, rather than as a prediction, Table VII, 








has steadily increased the amount of fixed charges allocated 
to the gas business. The total savings in embedded cost and 
the percentage allocated to the gas business must be ex- 
pected to decline as old bonds mature and electric growth 
continues. 


which follows, calculates the effect of a 50% growth in net 
electric plant and a 10% growth in net gas plant, with a cor- 
responding 50% increase in senior capitalization, in the six 
years 1975-1980, reflecting a hypothetical average 9% rate 
for new bonds and a 10% rate for new preferred: 
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TABLE VII 











(In millions) 
Senior Annual Net Utility Plant 
Securities Charges Rate Electric as Combined 
Bonds: 12/31/74 $ 864.2 $1,615.0 $118.2 $1,733.2 
Maturity to 1980 (62.0) 

Old.Bonds $ 802.2 $53.6 6.68 

New bonds 4 494.3 44.3 9.00 807.5 11.8 819.3 

Total $1,296.5 $97.9 7.55 $2,422.5 $130.0 $2,552.5 
Preferred: 12/31/74 256.2 17.9 6.99 
Additions 128.1 12.8 10.00 
Total $ 384.3 $30.7 7.99 








4 50% of $864 million plus $62 million for refunding. 


On the foregoing assumptions, the gas business would be 
allocated 5.1% of the declining embedded cost savings in 
1981 as against 6.8% in 1976. The amount of bond interest 
and preferred dividends allocated to the gas business would 
grow by a third, even though investment in gas plant in- 
creases by only 10%. 


Words like “public interest” and ‘protection of investors or 
consumers,” though generally broad in their connotations, 
cannot be isolated from the statutory context in which they 
appear. They are not independent standards but are meant 
to be heuristic references to provide compass and direction 
to the substantive requirements to which they are related. 
Their bearing, in kind or extent, may vary from one case to 
another, depending on the nature of the transaction. 


The interest cf consumers is one of the triad of interests that 
pervades the Act. The consequences of a particular transac- 
tion to statutory interests, such as the proposed sale in this 
case, are not always congruent, occasionally perhaps not 
even convergent. The overall effect is our responsibility, and 
in the statutory context of Sections 11(e) and 12(d), the 
thrust of our inquiry in this case is addressed to the direct or 
proximate consequences of the sale, not the broad or ul- 
timate consequences that may follow the change in 
ownership from Northeast to CNG. 


The public interest will be served by severing the combined 
ownership of the gas and electric properties now owned by 
Northeast, thus carrying out the mandate prescribed in Sec- 
tion 11(b)(1). The proceeds of the sale are needed for 
Northeast’s electric business in Connecticut. They are an 
economical source of capital, beneficial to Northeast and to 
its investors and customers. All the embedded cost savings, 
although declining, will continue to benefit them, but they 
will bear in full the incremental costs of future capital re- 
quired for the electric business, some of which are now, by 
allocation, assigned to the gas business. 


The upward change in embedded costs for the gas business 
is one of the incidents of the change in ownership and 
management, but the full effect cannot be measured by such 
costs alone. CNG expects about $3.5 million in savings by 
combining Northeast’s gas business with its own; and in 
future financing the gas properties will not be burdened by 
any of the incremental costs of Northeast, which are sub- 
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stantial. CNG’s offer was based on its evaluation of the 
balance among the costs and advantages of the acquisition, 
and Southern made a like evaluation with respect to its offer. 
Our statutory duty does not extend to a review of CNG’s 
judgment, which in time may not be vindicated. Overall, and 
in terms of what is properly before us, we find the proposed 
sale consistent with the requirements of the Act and the 
statutory interests they serve. In terms of consumer interest 
alone the ultimate effect of the acquisition is upon rates that 
are within the jurisdiction of the PUC. 


There remain, in closing, several matters that should be 
briefly noted. Among these is NUSCO’s request for 
authorization to provide CNG and Wallingford, for a period of 
up to six months after closing, certain of the services it now 
provides CL&P and HELCO. The purchasers have agreed to 
reimburse NUSCO for the full cost. NUSCO is hereby 
reinstated as a party to this proceeding for that purpose, and 
its request will be granted. The services by NUSCO are in 
addition to such other services, such as meter reading, as 
CL&P and HELCO may also agree to provide the purchasers. 


We also find the proposed accounting treatment for the 
transactions appropriate. Upon sale, CL&P and HELCO will 
adjust the sales price in accordance with the provisions of 
the sales agreements as of the date of closing. The various 
accounts related to the gas property sale will be closed out, 
cash will be debited for the net proceeds received and the 
excess of the sale price over the book carrying amounts will 
be credited to gain on disposition of property. 


The applicants have requested that our order entered herein 
recite that the sale of the gas properties and investment of 
the proceeds proposed in the Plan are necessary or ap- 
propriate to effectuate the provisions of Section 11(b)(1) of 
the Act, in accordance with the requirements of Section 
1081(f) of the Internal Revenue Code of 1954, as amended. 
The request will be granted. 


The record is incomplete with respect to the fees, com- 
missions and expenses paid or incurred by the applicants in 
connection with the proposed disposition and related tran- 
sactions. Jurisdiction will be reserved to consider the forego- 
ing. 


Under the Plan, the sale of the gas properties is subject to 
obtaining all regulatory approvals, including that of the PUC. 
If, for lack of such approval or for any other reason, the sale 
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is not consummated, we will then consider what other steps 
Northeast must take to comply with the Act. Our order will 
reserve jurisdiction for that purpose. 


An appropriate order will issue. 


By the Commission (Commissioners Loomis, Evans and 
Pollack; Chairman Hills not participating). 


George A. Fitzsimmons 
Secretary 





‘The sellers and their agent are generally collectively 
referred to herein as “Northeast.” 


7HCAR No. 18874, March 19, 1975. 


3 Effective December 1, 1975, a new Public Utilities Control 
Authority superseded the former Connecticut PUC. We con- 
tinue, for convenience, to refer to this successor agency as 
the PUC. The Office of Consumer Counsel, which was 
previously funded through the PUC, is now wholly indepen- 
dent of the new PUC. 


*“HCAR No. 19125, August 13, 1975. 


5 Prior to the closing of the sale to CNG, the assets of Conn 
Gas will be distributed to CL&P and sold to CNG as a part of 
CL&P’s assets. The stock of Conn Gas will also be sold to 
CNG for a nominal consideration. We granted CL&P an ex- 
ception from competitive bidding with respect to the sale of 
the Conn Gas stock (HCAR No. 17905, March 8, 1973). 


® PUC Docket No. 11259, July 7, 1972. 
7 PUC Docket No. 11571, August 29, 1974. 
8 PUC Docket No. 11524, December 4, 1973. 


° Northeast Utilities, et al, 42 SEC 963, 968 (1966). The 
acquisition of HWP was approved by us in Northeast 
Utilities, 43 SEC 462 (1967). 


'© See /nterstate Power Company, et. al., 22 SEC 447, 451 
(1946). 


Id. 


'2 International Hydro-Electric System, 33 SEC 482, 493 
(1952). 


'3 Pennsylvania Gas & Electric Corp., et. al, 32 SEC 366 
(1951); Standard Gas and Electric Company, 20 SEC 738 
(1945). 


‘*HCAR No. 17905, March 8, 1973, at p.4. 


'5 Connecticut Light & Power Company, Docket No. 11252, 
July 28, 1972. The gas plant deficiency at December 31, 
1969, was $8,092,185. The deficiency had been reduced to 
$7.3 million when the contract was made, of which ap- 
proximately $260,000 was allocated to the Wallingford 
properties. 


‘6 Southern stated its bid as a percentage of net book value 
as specially defined by it. The record does not include the 


details of the adjustments it made. Southern included, for 
example, payment for inventory and an adjustment for 
assumed liabilities which the other bidders would account 
for separately. However, the difference in the competing 
bids is too wide to make a precise calculation of Southern’s 
base offer critical. 


'7 International Hydro-Electric System, 33 SEC 482 (1952), 
35 SEC 100 (1953) involved a competitive sale of the 
ownership in leased water power properties. The electric 
and gas properties of CL&P itself include a nucleus of 
property leased for 999 years from August 1, 1906, from 
Connecticut Railway & Lighting Company. The United Gas 
Improvement Company, et al., 13 SEC 311, 314 (1943). 


'S FPA listed eight other possible combinations of property, 
and indicated a willingness to create further combinations, 
but the contingencies are the same with respect to each. 


'3CNG made a deposit of $4,034,605 with Northeast, 
representing 3% of the purchase price. If the contract is ter- 
minated without a default by CNG, because, for example, 
regulatory approval is denied, CNG is entitled to refund of 
the deposit and interest at the prime rate of the Connecticut 
Bank & Trust Company (rather than the 6% rate originally 
proposed by Northeast). The period involved extended from 
November 27, 1974 to February 29, 1976, the last day for 
closing under the contract, or about 1-1/4 years. We are in- 
formed that the interest during that period would be about 
$404,000, an average rate of about 8%. An amendment to 
the contract has been filed extending the closing date, but 
providing that interest subsequent to the original closing 
date would not be subject to the forfeiture clause. 


20 Wallingford relied on a statement in the instructions that, 
if the purchaser were a municipality, the contract would be 
appropriately modified in nonsubstantive terms. Wallingford 
regarded the legalities incident to a sale of municipal bonds 
as included in that category. Northeast accepted this inter- 
pretation and Wallingford’s offer. 


21 The disturbed market conditions were noted by us in con- 
nection with our temporary suspension of competitive bid- 
ding requirements of Rule 50 (HCAR No. 18646, November 
7, 1974). 


22 Although called ‘‘liquidated damages” in both the propos- 
ed and the definitive contract, the $4 million deposit by CNG 
was a minimum, not a maximum, of the seller’s recovery on 
default. Forfeiture of the deposit was ‘‘without prejudice, 
however, to any other rights of the seller, under this agree- 
ment or otherwise.” 


23 We have required that financial statements filed with-us 
under the Federal securities laws include a reconciliation of 
reported and statutory income tax rates. See Accounting 
Series Release No. 149 (November 28, 1973). 


24 They do fully segregate the electric and gas business in 
their public annual reports to the Federal Power Commis- 
sion. This is also the method used in rate proceedings. When 
the sales contracts were signed, their auditors segregated 
the gas operations, retroactively from 1971, in their publish- 
ed financial reports to meet reporting requirements as to a 
line of business intended to be discontinued. The auditors 
applied the same allocation standard, based on percentage 
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of revenue, although the results differed slightly from the 
companies’ internal computations for 1971 and 1972. 


28 Fixed charges are allocated by CL&P and HELCO in 
proportion to net electric and gas plant at the beginning of 
the year. 


26 In its reply brief (pp. 19-20), Southern states that any dif- 
ficulties about providing the information “‘could have been 
solved, for example, by a disclaimer as to the accuracy of the 
figures being provided, an indication of how they were deriv- 
ed, and a statement as to the artificiality of some of the un- 
derlying assumptions.” 


27 The sale to Wallingford is contingent on a sale of the 
remaining gas properties by Northeast. The sale to CNG was 
not dependent on sale of the Wallingford property. The fact 
that the sale to Wallingford covers 2.7% and the sale to CNG 
97.3% of the properties is sufficient to explain the difference. 


28 This data was segregated in Northeast’s consolidated 
financial statements after the agreement to sell the property 
was made, in accordance with audit requirements. Registra- 
tion No. 2-55385, dated January 28, 1976. 


22We are authorizing CL&P and HELCO to apply the 
proceeds to (1) additions to electric plant, (2) payment of 
short-term debt incurred subsequent to the date of the Plan 
was filed, and (3) the retirement of preferred stock and first 
mortgage bonds. The latter alternative would be provident 
only with respect to maturing series or to series recently sold 
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CONNECTICUT LIGHT & POWER CO. 
HARTFORD ELECTRIC LIGHTCO. e=ere NATURAL GAS MAINS AND LATERALS 


CONNECTICUT NATURAL GAS CO. 


on considerations of cost and timing. But, however 
employed, the use of proceeds will result in an increase in 
CL&P’s and HELCO’s electric plant without a corresponding 
increase in the securities outstanding. 


3° In the case of the City of Hartford, for example, HELCO 
provides electric service; gas is supplied by CNG. 


3'Recent sales by New England Electric System were 
reported in 44 SEC 756, 759 (1971) (131% of book), HCAR 
No. 18133, October 25, 1973 (121% of book); HCAR No. 
18149, October 31, 1973 (183% of book), rehearing denied, 
HCAR No. 18254, January 11, 1974, aff'd, 516 F.2d 711 
(CADC 1975) cert. denied US . Cf. American Natural 
Gas Co., HCAR No. 18218, December 12, 1973, involving a 
sale of an Indiana gas company at 108.3% of book value. 


in Consolidated Natural Gas Company and Greenwich Gas 
Company, (Docket No. 11571, Connecticut Public Utilities 
Commission, August 29, 1974), a premium of about $2.5 
million over book value was paid by CNG in acquiring the 
common stock of Greenwich, with a book value at 
December 31, 1973 of $3,007,428, for 167,024 shares of 
its own‘stock, valued at $5,511,825. CNG acquired all the 
assets and assumed the liabilities of Greenwich, issuing its 
own preferred stock for the Greenwich preferred. The 
premium was equivalent to 26.2% of the $9,549,288 of net 
utility plant. 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19576/June 16, 1976 


Administrative Proceeding File Nos.: 3-288 and 3-4708 
In the Matter of 


NORTHEAST UTILITIES 
(70-4306) 


THE CONNECTICUT LIGHT AND POWER COMPANY 
THE HARTFORD ELECTRIC LIGHT COMPANY 

THE CONNECTICUT GAS COMPANY 

NORTHEAST UTILITIES SERVICE COMPANY 


(54-252) 


ORDER APPROVING SALE OF GAS PROPERTIES AND 
RELATED TRANSACTIONS 


The Commission having issued its Findings and Opinion and 
Order dated April 13, 1966 (HCAR No. 15448, 42 SEC 
963) approving the acquisition by Northeast Utilities 
(‘Northeast’) of the Connecticut Light and Power Company 
(“CL&P"’) and The Hartford Electric Light Company 
(“HELCO”), pursuant to Sections 9, 10 and 12(e) of the 
Public Utility Holding Company Act of 1935 (‘‘Act’”’), upon a 
finding that Northeast would thereupon constitute a single 
integrated electric utility system, but having reserved 
jurisdiction with respect to the question of whether CL&P’s 
and HELCO’s gas utility business may remain under com- 
mon control with Northeast’s electric system; 


Northeast, CL&P, HELCO, Northeast Utilities Service Com- 
pany (““NUSCO”) and The Connecticut Gas Company (‘Conn 
Gas”), a wholly-owned nonutility pipeline subsidiary of 
CL&P, having filed a plan, as amended, pursuant to Section 
11(e) of the Act in order to effect compliance with Section 
11(b)(1) by the proposed disposition of the gas utility 
properties of CL&P and HELCO, including the assets and 
stock of Conn Gas; 


The Commission having considered the record and having 
this day issued its Findings and Opinion, concluding therein 
that the plan, as amended, is necessary to effectuate the 
provisions of Section 11(b)(1) of the Act and is fair and 
equitable to the persons affected thereby; 


Northeast, CL&P and HELCO having requested that the 
Commission recite in its order that the transactions are 
necessary or appropriate to the integration of the Northeast 
holding company system and are necessary or or ap- 
propriate to effectuate the provisions of Section 1 1(b) of the 
Act, in accordance with the meaning and requirements of 
Section 1081(f) of the Internal Revenue Code of 1954, as 
amended: 


IT 1S ORDERED, pursuant to Section 11(e) and other 
provisions of the Act and Rules thereunder, that said plan, as 
amended be, and it hereby is, approved, effective forthwith, 
and subject to the terms and conditions of Rule 24; and 


IT IS HEREBY DETERMINED, RECITED AND ORDERED 
that each of the transfers, distributions, sales, exchanges, 
expenditures, and investments described in subparagraphs 
A, B, C and D below is necessary or appropriate to the in- 


tegration or simplification of the holding company system of 
which CL&P, HELCO, and Conn Gas are members, and is 
necessary or appropriate to effectuate the provisions of Sec- 
tion 11(b) of the Act, and each such transaction is hereby 
authorized, approved, and directed in order to effectuate 
Section 11(b) of said Act; that the transactions described in 
subparagraphs A and B below are ordered to be consum- 
mated on or before the close of the 150th day after the later 
of the date this order becomes final or the date on which oc- 
curs the fulfillment of the last condition to the obligations of 
the purchaser and the sellers under the agreement dated 
November 27, 1974, as amended, among CL&P, HELCO, 
and Connecticut Natural Gas Corporation (“CNG”); that the 
transactions described in subparagraph C below are ordered 
to be consummated on or before the close of the 150th day 
after the later of the date this order becomes final or the date 
on which occurs the fulfillment of the last condition to the 
obligations of the purchaser and the seller under the agree- 
ment dated December 30,1974, as amended, between 
CL&P and the Town of Wallingford (“Wallingford”); and that 
the reinvestments of proceeds described in subparagraph D 
below are ordered to be consummated within 24 months of 
the respective transfers and sales described in  sub- 
paragraphs B and C below to which they relate. The transac- 
tions to which the order relates, the properties: to be 
transferred, distributed, sold, exchanged, received, or ac- 
quired, and the expenditures, payments, or investments to 
be made are specified and itemized as follows: 


A. Conn Gas shall transfer and distribute to CL&P, as the 
sole shareholder of Conn Gas, without the surrender by 
CL&P of any stock or securities in Conn Gas, all properties 
and assets of Conn Gas except its right to exist as a corpora- 
tion. 


B. CL&P and HELCO shall sell and transfer all the properties 
described in Exhibit A to the agreement dated November 27, 
1974, as amended, among CL&P, HELCO and CNG, for cash 
in the amount determined to be the Purchase Price pursuant 
to the provisions of said agreement, to CNG or, pursuant to 
the option granted CNG under the provisions of said agree- 
ment, to a wholly owned subsidiary of CNG. 


C. CL&P shall sell and transfer all the properties described in 
Exhibit A to the agreement dated December 30, 1974, as 
amended, between CL&P and Wallingford, for cash in the 
amount determined to be the Purchase Price pursuant to the 
provisions of said agreement, to Wallingford, or, in the event 
Wallingford does not fulfill all the conditions to its 
obligations under said agreement, shall sell and transfer all 
of said properties to CNG under substantially the same 
terms as those set forth in the agreement described above 
under subparagraph B. 


D. An amount not less than the amount received by each of 
CL&P and HELCO, respectively pursuant to their aforesaid 
agreement with CNG, as a result of the transactions de- 
scribed above in subparagraph B, and by CL&P pursuant to 
its aforesaid agreement with Wallingford, as a result of the 
transactions described above in subparagraph C, shall be ex- 
pended by CL&P and HELCO, respectively, in one or more of 
the following manners: 


1. For property additions or improvements that shall 


be includable in the company’s “Electric Plant Ac- 
counts,” other than those classified as relating to “In- 
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tangible Plant,’ under the Uniform System of Ac- 
counts Prescribed for Electric Utilities by the Public 
Utilities Control Authority of the State of Connecticut 
as said Uniform System shall be in force as of the date 
of this order; 


2. In repayment of all or a portion of the short-term 
indebtedness of such company in the form of bank 
loans or commercial paper, so long as such in- 
debtedness has been incurred after the February 18, 
1975 date of filing of the plan to effectuate disposition 
of gas utility properties to which this order relates; 


3. As a distribution in cancellation or redemption of 
any of such company’s class of Preferred Stock, $50.- 
OOO par value per share, issued and outstanding on 
the date of this order; and 


4. As a payment in complete or partial retirement, 
redemption or cancellation of first mortgage bonds 
evidencing the indebtedness of such company, which 
indebtedness is secured, in the case of such bonds of 
CL&P, by an indenture of Mortgage and Deed of Trust 
dated as May 1, 1921, to Bankers Trust Company, 
Trustee, as amended and supplemented, and, in the 
case of such bonds of HELCO, by a First Mortgage 
Indenture and Deed of Trust dated as of January 1, 
1958, to The First National Bank Of Boston, 
Successor Trustee, as amended and supplemented, 
and 


IT 1S FURTHER ORDERED that NUSCO is authorized to 
render transitional services as provided in the plan; and 


IT 1S FURTHER ORDERED that jurisdiction be, and it hereby 
is, reserved with respect to the fees, commissions and ex- 
penses paid or incurred by Northeast and its subsidiaries in 
connection with the proposed sales; and 


IT |S FURTHER ORDERED that jurisdiction be, and it hereby 
is, reserved to enter such further orders as may be ap- 
propriate to carry out the plan , and if for whatever reason 
the plan is not consummated, to take all action that may be 
necessary or appropriate with respect to the disposition of 
the gas properties in the Northeast system. 


By the Commision. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9317/June 11, 1976 


In the Matter of 
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VIKING GROWTH FUND, INC. 
6006 N. Mesa Street 
El Paso, Texas 


(811-739) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT DE- 
CLARING THAT VIKING GROWTH FUND, INC. HAS 
CEASED TO BE AN INVESTMENT COMPANY. 


On May 7, 1976, a notice was issued (Investment Company 
Act Release No. 9280), stating that the Commission pro- 
posed, pursuant to Section 8(f) of the Investment Company 
Act of 1940 (‘Act’), to declare by order on its own motion 
that Viking Growth Fund, Inc. (the “ Fund”) has ceased to be 
an investment company as defined in the Act. 


The notice gave interested persons an opportunity to request 
a hearing and stated that an order disposing of the matter 
would be issued on the basis of information stated therein 
unless a hearing should be ordered. No request for a hearing 
has been filed and the Commission has not ordered a hear- 
ing. 

The matter has been considered and it is found that the Fund 


has ceased to be an investment company. Accordingly, 


IT 1S ORDERED, pursuant to Section 8(f) of the Act, that the 
registration of Viking Growth Fund, Inc. under the Act shall 
forthwith cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9318/June 11, 1976 


In the Matter of 


VIKING INVESTORS FUND, INC. 
6006 N. Mesa Street 
El Paso, Texas 


(811-1035) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT DE- 
CLARING THAT VIKING INVESTORS FUND INC. HAS 
CEASED TO BE AN INVESTMENT COMPANY. 


On May 7, 1976, a notice was issued (Investment Company 
Act Release No. 9282) stating that the Commission pro- 
posed, pursuant to Section 8(f) of the Investment Company 
Act of 1940 (“‘Act’’), to declare by order on its own motion 
that Viking Investors Fund, Inc. (“Fund’’) has ceased to be an 
investment company as defined in the Act. 


The notice gave interested persons an opportunity to request 
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a hearing and stated that an order disposing of the matter 
might be issued on the basis of the information contained 
therein unless a hearing should be ordered. No request for a 
hearing has been filed and the Commission has not ordered 
a hearing. 


The matter has been considered and it is found that the Fund 
has ceased to be an investment company. Accordingly, 


IT |S ORDERED, pursuant to Section 8(f) of the Act, that the 
registration of Viking Investors Fund, Inc. under the Act shall 
forthwith cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9319/June 14, 1976 


In the Matter of 


GINNY MAE FUND, INC. 
c/o Huntoon, Paige & Co., Inc. 
44 Wall Street 

New York, New York 10005 


(811-2318) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT DE- 
CLARING THAT COMPANY HAS CEASED TO BE AN 
INVESTMENT COMPANY 


Huntoon, Paige & Co., Inc., formerly known as The Huntoon, 
Paige Ginny Mae Fund, Inc., and Ginny Mae Fund, Inc. 
(“Applicant”), which is registered under the Investment 
Company Act of 1940 (‘Act’) as an open-end, diversified 
management investment company, filed an application on 
December 18, 1975, and amendments thereto on January 
29, 1976, February 9, 1976, April 8, 1976, and June 7, 
1976, for an order of the Commission declaring that the 
Applicant has ceased to be an investment company as de- 
fined in the Act. The purpose of the June 7, 1976, amend- 
ment was formally to incorporate into the public file relating 
to the application, by reference, certain documents, in- 
cluding financial statements of the Applicant. 


On Aprii 23, 1976, a notice (Investment Company Act 
Release No. 9257) was issued on the filing of said applica- 
tion. The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of the 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing 


The matter has been considered, and it is found that Appli- 
cant has ceased to be an investment company. Accordingly 


IT |S HEREBY ORDERED, pursuant to Section 8(f) of the 
Act, that the registration of Ginny Mae Fund, Inc., now 
known as Huntoon, Paige & Co., Inc., shall forthwith cease 
to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9320/June 14, 1976 


In the Matter of 


THE EQUITABLE LIFE ASSURANCE SOCIETY OF THE 
UNITED STATES 


EQUITABLE VARIABLE LIFE INSURANCE COMPANY 
and 


SEPARATE ACCOUNT | OF THE EQUITABLE VARI- 
ABLE LIFE INSURANCE COMPANY 

1285 Avenue of the Americas 

New York, New York 10019 


(812-3941) 


NOTICE OF APPLICATION PURSUANT TO SECTION &(c) 
OF THE ACT FOR EXEMPTION FROM SECTION 2(a)(19) 
OF THE ACT 


NOTICE !S HEREBY GIVEN that The Equitable Life 
Assurance Society of the United States (“Equitable”), a 
mutual life insurance company organized under the laws of 
the State of the New York, Equitable Variable Life Insurance 
Company (“EVLICO”), a stock life insurance company 
organized under the laws of the State of New York and a 
wholly-owned subsidiary of Equitable, and Separate Ac- 
count | of EVLICO (the Account’), an open-end diversified 
management investment company registered under the 
Investment Company Act of 1940 (‘Act’) (collectively 
referred to as Applicants’) filed an applicaton on April 14, 
1976 and an amendment thereto on Jun 10, 1976 pur- 
suant to Section 6(c) of the Act for an orcer declaring that 


Mr. Gordon Wells McKinley (‘McKinley’), a proposed 
member of the Committee of the Account shall not be 
deemed an “interested person” of the account EVLICO or 
Equitable within the meaning of Section 2(a)(i9)} of the Act 
by reason of his status as a director and ofticer of McGraw- 


Hill, [nc. (“McGraw Hill”) and a director of Standard and 
Poor's Corporation (“Standard and Poor's”), 2 wholly-owned 
subsidiary of McGraw-Hill. Ali interested persons are 
referred to the application on file wit the Commission for a 
statement of the representations curtained therein which 
are summarized below. 


The Account is a separate investrent eccount of EVLICO to 
which assets are allocated from time to time to support 
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benefits payable under EVLICO’s  variabie life insurance 
policies. Equitable is the investment adviser and principal 
underwriter of the Account, and Applicants state that 
EVLICO may also be deemed to be an investment adviser 
and principal underwriter of the Account. The Account is 
managed by a Committee of five members which performs 
the functions of a board of directors as required by the Act. 
Three of the Committee members are not ‘‘interested per- 
sons” of the Account, EVLICO or Equitable within the mean- 
ing of Section 2(a)(19) of the Act. 


Applicants state that the present members of the Committee 
are serving by designation of the president of EVLICO as 
authorized by a resolution of EVLICO’s board of directors. 
The members will be subject to election at the first meeting 
of policyholders and annually thereafter. Applicants further 
state that one of the present members of of the Committee 
who is not such an “interested person” has submitted his 
resignation to take effect upon the designation or election of 
his successor and that it is proposed to designate McKinley 
to succeed him as a member of the Committee. 


McKinley is a senior vice president and a director of 
McGraw-Hill, which publishes books, magazines, informa- 
tion services, and other materials of a business, financial, 
scientific, educational and general nature, and which is also 
a licensed broadcaster and owner of four television stations. 
McKinley is also a director of Standard and Poor’s, a wholly- 
owned subsidiary of McGraw-Hill, which is a publisher of 
financial information. A wholly owned subsidiary of Stan- 
dard & Poor's is Standard & Poor's Securities, Inc. (‘“Stan- 
dard & Poor’s Securities”), having its principal office in 
Englewood, Colorado, which is registered as a broker-dealer 
under the Securities Exchange Act of 1934 and is a member 
of the Midwest Stock Exchange and of the National Associa- 
tion of Securities Dealers, Inc. McKinley is not an officer or 
director of Standard & Poor's Securities. 


Section 2(a)(19) of the Act, in pertinent part, defines an 
“interested person” of an investment company, an invest- 
ment adviser or principal underwriter to include any broker 
or dealer registered under the Securities Exchange Act of 
1934 or any affiliated person of such broker or dealer. Sec- 
tion 2(a)(3) of the Act, in pertinent part, defines an affiliated 
person of another person to include a director or officer of 
such person and any person directly or indirectly controlling, 
controlled by or under common control with such other per- 
son. 


By reason of McKinley's position as an officer and director 
of McGraw-Hill, of which Standard & Poor's is a wholly- 
owned subsidiary, and a director of Standard & Poor's, of 
which Standard & Poor's Securities is a wholly-owned sub- 
sidiary, McKinley might be considered to be an affiliated per- 
son of Standard & Poor’s Securities and, thus, an “interested 
person” of the Account, EVL!CO and Equitable. 


Section 6(c) of the Act provides that the Commission may 
conditionally or unconditionally exempt any person from any 
provision of the Act if and to the extent that such exemption 
iS necessary or appropriate in the public interest and consis- 
tent with the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


Applicants submit that McKinley's independence in acting 
on behalf of the Account will not be impaired and he will be 
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subject to no conflicts of interest because of his affiliation 
with McGraw-Hill and Standard & Poor's. Applicants state 
that, to their knowledge, neither Equitable, any separate ac- 
count of Equitable, EVLICO, any other subsidiary of 
Equitable, nor the Account has ever purchased or sold any 
securities to or through Standard & Poor's Securities, and 
applicants undertake not to engage in any such securities 
transactions with Standard & Poor's Securities if they 
receive the requested exemption. 


Applicants have been advised by Standard & Poor’s that 
Standard & Poor's Securities deals only with institutional 
clients, primarily banks, insurance companies, investment 
advisers and pension and profit sharing funds (although it 
will accept orders for individual accounts which are man- 
aged by institutions under power of attorney). Standard & 
Poor's and a subsidiary provide research products and ser- 
vices to clients in return for cash or an agreed ratio of cash 
and brokerage commissions. Any commissions received by 
Standard & Poor's Securities as part of this latter procedure 
are then paid to Standard & Poor's or its subsidiary for the 
products and services at regular prices. 


Equitable presently subscribes to a number of Standard & 
Poor's research publications, for which it pays a relatively 
small amount of money in cash, and any future research 
products and services of Standard & Poor’s may and will be 
paid for in cash. Accordingly, Applicants believe that in view 
of the restricted nature and comparatively limited volume of 
the business of Standard & Poor's Securities, and the fact 
that the research services of Standard & Poor’s may be ob- 
tained without the payment of commissions to Standard & 
Poor’s Securities for a modest cash amount in relation to the 
total investment activities of Equitable, its subsidiaries, and 
their separate accounts, the proposed undertaking not to 
engage in any securities transactions with Standard & 
Poor's Securities will not affect the Account'’s ability to ob- 
tain the best execution of such transactions or deprive it of 
research information or investment opportunities. 


Applicants state that McKinley is also a director of St. Paul’s 
Securities, Inc. (““St. Paul’s Securities’), a registered invest- 
ment company under the Act and is a consultant to Imperial 
Investment Management Company. Imperial Investment 
Management Company has two subsidiaries, Imperial Finan- 
cial Services, Inc., which is registered as a broker-dealer un- 
der the Securities Exchange Act of 1934, and Imperial 
Securities, Inc., an underwriter not registered under the Act. 
Since, in Applicants’ view, Mr. McKinley's position as a 
director of St. Paul’s securities and his contractual 
relationship with Imperial Investment Management Com- 
pany would not cause him to be an “interested person” of 
the Account, EVLICO or Equitable, Applicants have conclud- 
ed that it is unnecessary to undertake not to engage in any 
securities transactions with Imperial Financial Services, Inc. 


McKinley is also a director of the Federal Home Loan Bank 
of New York appointed by the Federal Homie Loan Bank 
Board. Applicants submit that McKinley's position as such 
director wouid not raise any question under the Act or any 
other Federal law or regulatrion with respect to his serving 
as a member of the Committee of the Account. 


NOTICE IS FURTHER GIVEN, that any interested persons 
may not later than July 9, 1976 at 5:30 p.m., submit to the 
Commission in writing a request for hearing on the matter 
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accompanied by a statement as to the nature of his interest, 
the reason for such request, and the issues, if any, of fact or 
law proposed to be controverted, or he may request that he 
be notified if the Commission shall order a hearing thereon. 
Any such communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, D.C. 
20549. A copy of such request shall be served personally or 
by mail upon applicants at the address stated above. Proof 
of such service (by affidavit, or in the case of an attorney at 
law, by certificate) shall be filed contemporaneously with the 
request. As provided by Rule O-5 of the Rules and 
Regulations promulgated by the Act, an order disposing of 
the application will be issued as of course following July 9, 
1976 unless the Commission thereafter orders a hearing 
upon request or upon the Commissicn’s own motion. Per- 
sons who request a hearing, or advice as to whether a hear- 
ing is ordered, will receive any notices and orders issued in 
this matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


By the Division of Investment Management, pursuant to 
delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9321/June 15, 1976 


In the Matter of 


SAVINGS BANK INVESTMENT FUND 
50 Congress Street 
Boston, Massachusetts 02109 


(812-398) 


NOTICE OF FILING OF APPLICATION FOR SUPPLE- 
MENTARY ORDER 


NOTICE IS HEREBY GIVEN that Savings Bank Investment 
Fund (‘‘Applicant’’), a corporation duly organized pursuant to 
a special act of the Massachusetts legislature, effective 
August 8, 1945, and registered under the Investment Com- 
pany Act of 1940 (‘Act’) as an open-end, diversified 
management investment company has filed on May 3, 
1976, an application pursuant to Sections 6(c), 18(i), and 
22(e) cf the Act requesting an order supplementing the 
Commission’s exemptive order of December 17, 1946, 
(Investment Company Act Release No. 988) declaring that a 
proposed amendment of Applicant's charter and the exer- 
cise by the Board of Directors of the authority granted 
thereby will not affect the validity of the exemptions granted 
by the December 17, 1946, exemptive order. That order 
granted Applicant exemptions from Sections 13(a), 15(a), 
16(a), 18(i), 22(d) and (e), 24(d), and 32(a)(2) and (3) of the 
Act. All interested persons are referred to the application on 
file with the Commission for a statement of the represen- 
tations therein, which are summarized below. 


Applicant states that it is an investment fund created by the 


Commonwealth of Massachusetts, the securities of which 
may be sold only to Massachusetts savings banks and a 
related entity and to Massachusetts co-operative banks, the 
investment powers of which are prescribed by statute, and 
which is subject to the control of the Commissioner of Banks 
of the Commonwealth of Massachusetts. Applicant states 
that it has caused to be filed in the Massachusetts 
legislature a bill (the ““Amendment’’) which would amend 
the special act of the Massachusetts legislature which com- 
prises Applicant's charter. 


Applicant further states that the purposes of the Amend- 
ment is to describe more precisely the permissible portfolio 
investments of Applicant and to modernize the language of 
the Charter dealing with portfolio investments and invest- 
ment restrictions, and that the material changes which 
would be effected by the Amendment are the following: 


(a) Section 1 of the Amendment specifies that, in 
order to be permissible investments for Applicant, 
bonds and other debt securities must be registered on 
a national securities exchange, quoted by the National 
Quotation Bureau, Inc., or any comparable service, 
quoted through a national securities market estab- 
lished under Section 11 A of the Securities Exchange 
Act of 1934 (“National Securities Market’) or must be 
so-called “money market instruments’. Presently, 
bonds and other debt securities are permissible in- 
vestments if “quoted in recognized securities 
markets.” 


(b) Section 2 of the Amendment would delete the 
Charter’s authorization for the Board of Directors to in- 
vest up to 10% of Applicant's assets in securities trad- 
ed on the “over-the-counter” market in favor of 
authorization to invest up to 10% of Applicant's assets 
in shares of common or preferred stock which, though 
not registered on a national exchange, are quoted by 
either the National Quotation Bureau, Inc. (or com- 
parable service) or a National Securities Market. 


(c) Section 3 of the Amendment would expand and 
clarify the list of securities exempted from the 
Charter's limitation that no more than 5% of 
Applicant's assets be invested in the securities of any 
single issuer. Currently, that list includes only ‘‘direct 
obligations of the United States and those insured by 
the federal housing administrator”. As amended, the 
list would include obligations guaranteed by, as well 
as direct obligations of, the United States. In addition, 
the Amendment would delete from the list obligations 
“insured by the federal housing administrator’: and 
add thereto the debt securities of the federal agencies 
or instrumentalities enumerated in Section 3 of the 
Amendment including, /nter alia, the Federal National 
Mortgage Association and the Federal Home Loan 
Bank Board. 


(d) Pursuant to a 1974 amendment to the Charter, 
Applicant was authorized to establish one or more dis- 
tinct investment funds within Applicant. Applicant 
presently has three such funds and the Amendment 
would provide that certain limitations on investments 
by Applicant contained in the Charter shall be applied 
to each such distinct investment fund individually. 


NOTICE IS FURTHER GIVEN that any interested person 
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may, not later than July 12, 1976, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter, accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail upon Applicant in care of 
Gaston Snow & Ely Bartlett, 82 Devonshire Street. Boston, 
Massachusetts 02109, attention: Sheldon A. Jones, Esq. 
Proof of such service (by affidavit or, in case of an attorney- 
at-law. by certificate) shall be filed contemporaneously with 
the request. As provided by Rule O-5 of the Rules and 
Regulations promulgated under the Act, an order disposing 
of the application will be issued as of course following said 
date unless the Commission thereafter orders a hearing 
upon request or upon the Commission's own motion. Per- 
sons who request a hearing, or advice as to whether a hear- 
ing is ordered, will receive notice of further developments in 
this matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9322/June 15, 1976 


In the Matter of 


DAIN, KALMAN & QUAIL INCORPORATED 
100 Dain Tower 
Minneapolis, Minnesota 55402 


(812-3943) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) FOR AN ORDER GRANTING EXEMPTION 
FROM RULE 22c-1 UNDER THE ACT 


NOTICE IS HEREBY GIVEN that Dain, Kalman & Quail In- 
corporated (‘Applicant’), a sponsor of Multiple Maturity 
Tax-Exempt Bond Trust, Second Series, (‘Fund’) filed an 
application on April 19, 1976 pursuant to Section 6(c) of the 
Investment Company Act of 1940 (‘Act’) for an order of the 
Commission exempting the secondary market operations of 
Applicant from the provisions of Rule 22c-1 under the Act. 
Ali interested persons are referred to the application on file 
with the Commission for a statement of the representations 
therein which are summarized below. 


The exemptive order is requested for Applicant in connec- 
tion with the Fund and subsequent Series sponsored by 
Applicant and meeting the description of such Fund in the 
application. 
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Pursuant to Investment Company Act Release No. 8866, 
dated July 28, 1975, Multiple Maturity Tax-Exempt Bond 
Trust, First Series and the sponsors thereof were granted ex- 
emptions from the provisions of Sections 14(a) and 22(d) of 
the Act and from Rules 19b-1 and 22c-1 under the Act. The 
sole purpose of the application is to permit the Applicant, 
which has been added as a sponsor of the Second (and sub- 
sequent) Series, to engage in the secondary market 
operations described below. 


Multiple Maturity Tax-Exempt Bond Trust, Second Series, is, 
and each future Fund will be, governed by a Trust agreement 
for that Fund (hereinafter called the “Agreement”’) which 
has been or will be executed within two months of the 
registration of the Fund with the Securities and Exchange 
Commission under which the Applicant and certain other 
sponsors exempted from Rule 22c-1 by Release No. 8866, 
(collectively the Sponsors’) are acting or will act as such, 
State Street Bank and Trust Company acts or will act as 
Trustee and Standard & Poor's Corporation acts or will act 
as Evaluator. The Agreement for each Fund contains stan- 
dard terms and conditions of trust common to all Funds. 
Pursuant to the Agreement, the Sponsors are required to 
deposit with the Trustee not less than $4,000,000 principal 
amount of bonds (‘Bonds’) which the Sponsors shall have 
accumulated for such purpose. The Bonds are deposited into 
not less than two trusts created under the Agreement 
(“Trusts”), units of beneficial interest of which Trusts are 
offered to the public pursuant to a prospectus. 
Simultaneously with such deposit the Trustee wil! deliver to 
the Sponsors registered certificates for not less than 4,000 
units allocated among the Trusts in proportion to the 
aggregate principal amount of Bonds in each, which repre- 
sent the entire ownership of the Trusts and the Fund. These 
units are in turn offered for sale to the public by the Spon- 
sors. Holders of units of the Trusts are referred to herein as 
“Certificateholders.”’ 


The Bonds may not be pledged or be in any other way sub- 
jected to any debt at any time after the Bonds are deposited 
in the Trusts. All of the Bonds must be interest bearing 
obligations of states and territories of the United States, and 
political subdivisions and authorities thereof, the interest on 
which is exempt from Federal income taxation. The Spon- 
sors accumulate the Bonds for the purpose of deposit in the 
Trusts. In selecting Bonds, the following factors are con- 
sidered: (i) Standard & Poor's Corporation's rating of BBB” 
or better, or equivalent; (ii) the price of the Bonds relative to 
other bonds of similar quality and maturity; (iii) diversifica- 
tion of the Bonds as to the purpose of issue and (iv) income 
to the Certificateholders of the Trusts. 


Each Trust in each Fund consists of Bonds, such bonds as 
may continue to be held from time to time in exchange or 
substitution for any of the Bonds upon certain refundings. 
accrued and undistributed interest and undistributed cash 
Certain of the Bonds may from time to time be sold under 
the special circumstances set forth in the Agreement or may 
be redeemed or may mature in accordance with their terms 
The proceeds from such dispositions must be distributed to 
Certificateholders and not reinvested. There is no provision 
in the Agreement for the Fund or any of the Trusts created 
thereunder, and there will be no provision in the Agreement 
for any future Series, for the sale and reinvestment of the 
Bonds, and such activity will not take place. Reference is 
made to the Agreement and to the Fund's prospectus for a 
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full explanation of the operation of the Fund. 


Each unit for a particular Trust of any Fund will represent a 
fractional undivided interest in that Trust of that Fund. The 
numerator of the fractional interest represented is 1; the 
denominator, the number of units then in the particular 
Trust. Units are redeemable. In the event that any units shall 
be redeemed, the denominator of the fraction will be re- 
duced and the fractional undivided interest represented by 
each unit increased. Units will remain outstanding until 
redeemed or until the termination of the Agreement. There is 
no provision in the Agreement for the Fund, and there will be 
no provision in the Agreements for future Funds, for the 
issuance of any units of any Trust after the initial offering of 
units (except to the extent that the secondary trading by the 
Sponsors in the units is deemed the issuance of units under 
the Act) and such activity will not take place. 


Following the deposit of Bonds for each Fund by the Spon- 
sors with the Trustee, and following the declaration of effec- 
tiveness of that Fund’s registration statement under the 
Securities Act of 1933 and clearance by the securities 
authorities of various States, the Sponsors will offer the u- 
nits of the Trusts comprising that Fund to the public at the 
public offering prices set forth in the prospectus, plus ac- 
crued interest. 


It is the purpose of each Fund to provide a diversified invest- 
ment of quality not less than Standard & Poor's Cor- 
poration’s rating of BBB or better, or equivalent. The multi- 
ple trust concept is utilized to permit investors to select 
different maturities and/or diversify among maturities with 
the ability to anticipate the year in which they will receive 
returns of principal. In the opinion of counsel, none of the 
Trusts of the Funds will be associations taxable as cor- 
porations under the Internal Revenue Code and to the extent 
that income of any Fund consists of interest excludable from 
gross income under the Internal Revenue Code such income 
is excludable from the gross income of the Certificateholders 
when distributed to them. 


While the Sponsors undertake no obligation to do so, it is 
their intention to maintain a market for units of each Trust 
for each Fund and continuously to offer to purchase such u- 
nits at prices in excess of the redemption prices as set forth 
in the Agreement. In the absence of such a market investors 
may only be abie to dispose of their Certificates by redemp- 
tion. 


Rule 22c-1 provides, in pertinent part, that no registered in- 
vestment company, issuing any redeemable security shall 
sell, redeem, or repurchase any such security except at a 
price based on the current net asset value of such security 
which is next computed after receipt of a tender of such 
security for redemption or of an order to purchase or sell 
such security. Applicant seeks an order exempting its secon- 
dary market operations from the provisions of Rule 22c-1 
under the Act. It is proposed to value units of the Fund, for 
repurchase and resale by the Sponsor in the secondary 
market, at prices computed once weekly as of the close of 
business on the last business day of the week, effective for 
all transactions the following week. 


Applicant asserts that pricing by the Sponsors in the secon- 
dary market will in no way affect the Funds’ assets, and the 
public Certificateholders will benefit from such pricing 


procedure by receiving a normally higher repurchase price 
for their units without the cost burden of daily evaluations of 
the unit redemption value. In addition, the Sponsors have 
undertaken to adopt a procedure whereby the Evaluator, 
without a formal evaluation, will provide estimated 
evaluations on trading days. In the case of a repurchase, if 
the Evaluator cannot state that the previous Friday's price is 
at least equal to the current bid price, the Sponsors will 
order a full evaluation. The Sponsors agree that, in case of 
the resale of units in the secondary market, if the Evaluator 
cannot state that the previous Friday's price is not more than 
one-half point ($5.00 on a unit representing $1,000.00 prin- 
cipal amount of underlying bonds) greater than the current 
offering price, a full evaluation will be ordered. 


Section 6(c) of the Act provides, in part, that the Commis- 
sion may conditionally or unconditionally exempt any per- 
son, security, or transaction, or any class or classes of per- 
sons, securities, or transactions, from any provision of the 
Act or of any rule or regulation under the Act if and to the 
extent such exemption is necessary or appropriate in the 
public interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the policy and 
provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than July 6, 1976, at 5:30 p.m., submit to the 
Commission in writing a request for a hearing on the matter 
accompanied by a statement as to the nature of his interest, 
the reason for such request, and the issues, if any, of fact or 
law proposed to be controverted, or he may request that he 
be notified if the Commission should order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail upon Applicant at the address 
stated above. Proof of such service (by affidavit, or in the 
case of an attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by Rule 0-5 
of the Rules and Regulations promulgated under the Act, an 
order disposing of the application will be issued as of course 
following said date unless the Commission thereafter orders 
a hearing upon request or upon the Commission's own mo- 
tion. Persons who request a hearing, or advice as to whether 
a hearing is ordered, will receive any notices and orders 
issued in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9323/June 16, 1976 


In the Matter of 


E & E MUTUAL FUND, INC. 
800 Brooksedge Bivd. 
Westerville, Ohio 43081 
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(811-799) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT DE- 
CLARING THAT COMPANY HAS CEASED TO BE AN 
INVESTMENT COMPANY 


E & E Mutual Fund, Inc. (“Applicant’’), an open-end diver- 
sified management investment company registered under 
the Investment Company Act of 1940 (‘Act’), filed an 
application on March 26, 1976, pursuant to Section 8(f) of 
the Act for an order of the Commission declaring that Appli- 
cant has ceased to be an investment company as defined in 
the Act. 


On May 6, 1976, a notice (Investment Company Act 
Release No. 9278) was issued of the filing of said applica- 
tion. The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of the 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter has been considered, and it is found that Appli- 
cant has ceased to be an investment company. Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of the 
Act, that the registration of E & E Mutual Fund, Inc., shall 
cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9324/June 17, 1976 


In the Matter of 


WELLESLEY INCOME FUND, INC. 
P. O. Box 1100 
Valley Forge, Pennsylvania 19482 


(812-3947) 


NOTICE OF FILING OF APPLICATION FOR AN ORDER 
PURSUANT TO SECTION 6(c) OF THE ACT FOR EXEMP- 
TION FROM THE PROVISIONS OF SECTIONS 22(c), 22(d) 
AND 22(f) OF THE ACT. 


NOTICE IS HEREBY GIVEN that Wellesley Income Fund, 
Inc. (“Applicant’’ or Wellesley’), the investment adviser and 
principal underwriter of which is Wellington Management 
Company, and which is an open-end, diversified, manage- 
ment investment company registered under the Investment 
Company Act of 1940 (“Act’’), filed an application on April 
26, 1976, and amendments thereto on May 17, 1976, and 
June 1, 1976, for an order of the Commission pursuant to 
Section 6(c) of the Act exempting Applicant from the 
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provisions of Sections 22(c), 22(d) and 22(f) of the Act 
regarding an exchange of its shares of substantially all the 
assets of Herbert Levine, Inc. (““Levine’’). All interested per- 
sons are referred to the application on file with the Commis- 
sion for a statement of the representations made therein, 
which are summarized below. 


Applicant states that is has entered into an Agreement and 
Plan of Reorganization dated April 19, 1976 (““Agreement’’) 
with Levine, a New York corporation which may be presently 
classified for federal tax purposes as a personal holding 
company and which has 90 shares of capital stock outstand- 
ing owned by three individuals who are directors of Levine. 
Applicant further states that the Agreement provides that 
Wellesley will exchange shares of its common stock for sub- 
stantially all of the securities owned by Levine, which 
securities had a market value of $960,838 on April 20, 
1976. 


Applicant represents that pursuant to the Agreement, shares 
of Wellesley’s common stock having an aggregate net asset 
value equal of the aggregate market value of the assets of 
Levine, as determined by dividing the aggregate market 
value of Levine’s assets by the net asset value per share of 
Weliesley’s assets, will be delivered to Levine; except that 
any amount exceeding the net asset value of the last full 
share of Wellesley will be paid in cash. It further represents 
that the net asset value per share of Wellesley and the 
market value of the assets of Levine will be determined as of 
the close of business on the day immediately preceeding the 
date of the exchange ("Closing Date’’). Applicant submits 
that if such determination had taken place on April 20, 
1976, Levine would have received 84,062 shares of 
Wellesley plus $8.84 in cash. 


Applicant states that shares of Wellesley received by Levine 
are to be distributed to Levine's three shareholders. It further 
states that Levine is expected to receive an opinion of 
counsel that, under present income tax statutes, the ex- 
change will constitute a tax-free reorganization, and that, 
consequently, Wellesley’s cost basis for tax purposes of 
assets acquired from Levine will be the same as Levine's 
cost basis. 


Applicant submits that no adjustment for unrealized ap- 
preciation in the portfolio securities of Levine has been 
provided in the Agreement. Applicant states that on April 
20, 1976, such securities had unrealized capital gains of ap- 
proximately $2,500 for federal income tax purposes; that on 
March 31, 1976, Wellesley had unrealized capital apprecia- 
tion of approximately $7,355,000; that on March 31, 1976, 
Wellesley had realized but undistributed net capital gains of 
approximately $820,000; and that Wellesley has available a 
capital loss carryforward of approximately $19,400,000 to 
offset future gains. Applicant represents that because of 
these factors, and the expectation that there will be no 
material change in its relative position with Levine, it an- 
ticipates that the transaction will not have an adverse tax 
impact on Wellesley. 


Applicant further submits that it will issue shares of its com- 
mon stock to Levine in reliance upon the exemption provid- 
ed by Section 4(2) of the Securities Act of 1933 for transac- 
tions of an issuer not involving any public offering. It 
represents that it will receive on or prior to closing, satisfac- 
tory written assurances given on behalf of Levine and its 
three stockholders that the shares of Wellesley to be issued 
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in the exchange will be taken for investment with no inten- 
tion to resell such shares except through redemption or 
repurchase by or on behalf of Wellesley. Applicant further 
represents that it has no present intention of selling any of 
the securities acquired from Levine following the acquisition. 


Applicant states that Wellington Management Company, in 
its capacity as principal underwriter of Applicant, has agreed 
to pay the following expenses of this transaction: (a) the 
costs of any registration and application fees payable to the 
Commission and/or state securities administrations; and (b) 
the taxes, if any, payable upon the transfer of Wellesley 
common stock to Levine and its stockholders. 


Applicant further states that neither Levine nor any of its 
directors, officers or stockholders is either an ‘‘affiliated per- 
son” of Wellesley or an “affiliated person of such person”, as 
the term “affiliated person” is defined in Section 2(a)(3) of 
the Act. 


Section 22(c) of the Act and Rule 22c-1, thereunder, 
provides in part that no registered investment company issu- 
ing any redeemable security, no person designated in such 
issuer's prospectus as authorized to consumate transactions 
in any such security, and no principal underwriter of, or 
dealer in, any such security shall sell, redeem, or repurchase 
any such security except at a price based on the current net 
asset value of such security which is next computed after 
receipt of a tender of such security for redemption or of an 
order to purchase or sell such security. 


Section 22(d) of the Act provides in part that no registered 
investment company shall sell any redeemable security 
issued by it to any person except either to or through a prin- 
cipal underwriter for distribution or at a current public offer- 
ing price described in the prospectus, and, if such class of 
security is being currently offered to the public by or through 
an underwriter, no principal underwriter of such security and 
no dealer shall seil any such security to any person except a 
dealer, a principal underwriter, or the issuer, except at a 
current public offering price described in the prospectus. 


Section 22(f) of the Act provides in part that no registered 
open-end company shall restrict the transferability or 
negotiability of any security of which it is the issuer except in 
conformity with the statements with respect thereto con- 
tained in its registration statement. 


Applicant submits that without an order for exemption from 
certain provisions of Sections 22(c), 22(d) and 22(f) of the 
Act, it would be prohibited from: (1) effecting the transac- 
tion on a closing date based on the market value of the 
assets of Levine to be transferred and net asset value par 
share of Wellesley to be determined at the close of business 
of the day immediately preceding said closing date; (2) ex- 
changing its shares at net asset value, without a sales 
charge, for substantially all the assets of Levine; and (3) im- 
posing restrictions upon the resale of the Wellesley shares to 
be received by the three stockholders of Levine. 


Section 6(c) of the Act provides that the Commission may 
conditionally or unconditionally exempt any person or tran- 
saction from any provision under the Act or of any rule or 
regulation under the Act if and to the extent that such ex- 
emption is necessary or appropriate in the public interest 
and consistent with the protection of investors and the pur- 


poses fairly intended by the policy and provisions of the Act. 


Applicant states that in its opinion the terms of the ex- 
change contemplated by the Agreement are fair and 
reasonable and in the best interest of Applicant and its 
shareholders; and that therefore the granting of the re- 
quested order for exemption is consistent with the general 
purposes of the Act, and is necessary or appropriate in the 
public interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the policy and 
provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than July 12, 1976 at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
application accompanied by a statement as to the nature of 
his interest, the reason for such request, and the issues of 
fact or law proposed to be controverted, or he may request 
that he be notified if the Commission should order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail upon the Applicant at the ad- 
dress stated above. Proof of such service (by affidavit or in 
the case of an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. 


As provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the matter 
will be issued as of course following said date unless the 
Commission thereafter orders a hearing upon request or 
upon the Commission's own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, will 
receive notice of further developments in this matter, in- 
cluding the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








INVESTMENT ADVISERS ACT OF 1940 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 521/June 17, 1976 


Adm. Proc. File dNo. 3-4952 

In the Matter of 

H. WILLIAM ALEXANDER, a/k/a 
HOWARD W. ALEXANDER, d/b/a/ 

H. WILLIAM ALEXANDER INVESTMENT 
COUNSELING 

File No. 801-9751 
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FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In these proceedings under the Investment Advisers Act,' H. 
William Alexander, a/k/a Howard W. Alexander, d/b/a H. 
William Alexander Investment Counseling (“Respondent”), a 
sole proprietorship and registered Investment Advisor, has 
submitted an Offer of Settlement which the Commission has 
determined to accept. Solely for the purpose of these 
proceedings, and without admitting or denying the 
allegations in the Order for Proceedings Respondent con- 
sents to the findings and sanction set forth below. 


On the basis of the Order for Proceedings and the Offer of 
Settlement, it is found that: 


1. During the period August 14, 1972 to on or about 
October 14, 1974, Responsent wilfully violated Sec- 
tion 17(a) of the Securities Act of 1933 (“Securities 
Act’), Section 10(b) of the Securities Exchange Act of 
1934 (‘Exchange Act’) and Rule 10b-5 thereunder. 


2. On November 27, 1974, the United States District 
Court for the Southern District of Florida issued a per- 
manent injunction against H. William Alexander en- 
joining him from violating or aiding and abetting 
violations of Section 17(a) of the Securities Act or 
Section 10(b) of the Exchange Act and Rule 10b-5 
thereunder. 


3. H. William Alexander was convicted on September 
3, 1975 of a felony involving the purchase and sale of 
securities. 


4. The Respondent wilfully violated Section 204 of the 
Investment Advisers Act of 1940 and Rule 204-1 
thereunder. 


Accordingly, it is in the public interest to impose the sanc- 
tions to which Respondent has consented. Accordingly, 


IT IS ORDERED that effective at the opening of business on 
the second Monday after the date of this Order, the registra- 
tion of H. William Alexander, a/k/a Howard W. Alexander, 
d/b/a H. William Alexander Investment Counseling, File No. 
801-9751, is revoked and H. William Alexander, a/k/a 
Howard W. Alexander, is barred from association with any 
broker-dealer, investment advisor or investment company. 


For the Commission, by its Secretary, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





‘In the Matter of H. William Alexander Investment Counsel- 


ing, instituted January 16, 1976. 
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Release No. 9/June 17, 1976 
Notice of Publication of Staff Accounting Bulletin No. 9 


The Division of Corporation Finance and the Office of the 
Chief Accountant today announced the publication of Staff 
Accounting Bulletin No. 9. The statements in the Bulletin are 
not rules or interpretations of the Commission nor are they 
published as bearing the Commission's official approval: 
they represent interpretations and practices followed by the 
Division and the Chief Accountant in administering the dis- 
closure requirements of the federal securities laws. Staff Ac- 
counting Bulletin No. 9 provides interpretations of Account- 
ing Series Release No. 190. This release (the adoption of 
Rule 3-17 of Regulation S-X [17 CFR 210.3-17]) requires 
the disclosure of replacement cost data by certain 
registrants effective for years ending on or after December 
25, 1976. 


CHANGES TO STAFF ACCOUNTING BULLETIN NO. 7 


In SAB No. 7 (which also interpreted ASR No. 190) Subsec- 
tion 10, item a, the following was stated regarding ‘mineral 
resource assets.” 


10. Applicability of Rule 
a. Exemptions 
Facts: 


The rule permits delayed application for mineral resource 
assets and certain foreign assets. 


Question /: 
What are ‘‘mineral resource assets’’? 


Interpretive Response: 


These are the costs shown on the balance sheet which are 
directly associated with mineral reserves. It would not in- 
clude the cost of mining equipment, pumps, tanks, gathering 
systems and similar assets. 

The ” 


Interpretive Response” is changed to read as follows: 


Interpretive Response: 


Mineral resource assets are defined as those costs shown on 
the balance sheet representing assets which are directly 
associated with and which derive value from mineral 
reserves. 


For the oil 
following: 


and gas industry these costs include the 


1. Intangible drilling and development costs. 


2. Capitalized nonproductive costs, inated rentals, 
overhead and similar costs. 


3. Producing and nonproducing leasehold costs. 
4. Down-hole equipment. 


5. Well-head equipment. 
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6. Lease production facilities—tanks, flow-lines, 
separaters, above-ground pumps, compressors, etc. 


7. Gas cycling plants. 





8. Processing facilities located in a field in which the 
company owns interests in producing leases. 


9. Support facilities—power 
quarters, etc. 


plants, field living 


10. Gathering systems to the point of market in the 
field. 


11. Offshore platforms. 


All costs which involve processing, transportation, refining, 
distribution, and marketing are not classified as mineral 
resource assets. Examples include the following: 


1. Refineries. 


2. Transportation equipment of facilities beyond the 
point of market in the field—including pipelines, 
barges, trucking equipment. 


3. Drilling equipment and related facilities used in 
drilling operations. 


For extractive industries other than oil and gas, mineral 
resource assets are those which represent depletable 
mineral property, i.e., capitalized costs related to acquisition, 
exploration, and development of ore bodies. Mills, 
rollingstock, and other mining equipment are not considered 
mineral resource assets. 


* . * * « 


NEW INTERPRETATIONS 


TOPIC 6: 
RELEASES 


INTERPRETATIONS OF ACCOUNTING SERIES 


|. ACCOUNTING SERIES RELEASE NO. 190—Relating to 
Amendments to Regulation S-X Requiring Disclosure of 
Replacement Cost Data (Rule 3-17) 

1. Definition and Concepts 

b. Productive Capacity 

Question 4: 

Does productive capacity include assets used in nonproduc- 
tion activities such as research and development, general 
administration, etc.? 

Interpretive Response: 

Yes. Productive capacity includes virtually all assets 
classified as property, plant and equipment except land and 
other assets which Rule 3-17 and related Staff Accounting 
Bulletins exempt. 


Question 5: 


Are assets leased under operating leases part of the produc- 


tive capacity of a lessor? Of a lessee? 
Interpretive Response: 
For the purposes of Rule 3-17(c), assets leased under 


operating leases are part of a lessor’s productive capacity 
but not part of the lessee’s. 


3. Replacement Cost of Inventories 
d. Land Held for Resale 


Question: 


Should the replacement cost of land held for resale by a 
company in the business of selling land be disclosed? 


Interpretive Response: 


Yes. 


6. Replacement Cost of Productive Capacity 
c. Government-Owned Facilities 


Facts: 


Some companies utilize government-owned facilities in cer- 
tain of their business activities. The cost of these facilities is 
not included within the historical cost financial statements. 


Question: 


ls the replacement cost of such facilities required to be dis- 
closed? 


Interpretive Response: 
No. 

d. Financing Leases 
Facts. 

Rule 3-17(c) states: 


“For purposes of this rule (3-17(c)), assets held under 
financing leases as defined in Rule 3-16(g) shall be included 
in productive capacity.” 


Rule 3-16(g) does not require separate disclosure of non- 
capitalized financing leases unless the present value of the 
minimum lease payments is greater than 5% of the sum of 
long-term debt, stockholders’ equity and the present value of 
the minimum lease commitments 


Question: 


lf non-capitalized leases are not required to be separately 
disclosed in the historica! cost financial statement footnotes, 
may replacement cost data related to such leases be exclud- 
ed from the determination of the replacement cost of 
productive capacity? 
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Interpretive Response: 


Yes, except in unusual factual circumstances where the 
replacement cost of such leased assets may have increased 
So significantly compared to other assets that such assets on 
a replacement cost basis would constitute a significant part 
of productive capacity computed on that basis. 


* * * - + 


10. Applicability of Rule 


c. Delayed Effectiveness for Mineral Resource Assets and 
Certain Foreign Assets 


Facts: 

Rule 3-17 requires that replacement cost data related to 
assets located within the North American continent and the 
countries of the European Economic Community be dis- 
closed for fiscal years ending on or after December 25, 
1976 

Question 17: 

Does the staff consider Mexico, Latin American countries 
(including Puerto Rico) and Hawaii to be part of the North 
American continent? 

Interpretive Response: 

Yes. 


Question 2: 


Which countries comprise the European Economic Com- 
munity? 


Interpretive Response 


Belgium, Denmark, France, Holland, Ireland, Italy, Luxem- 
bourg, United Kingdom and West Germany. 


Question 3: 

Will replacement cost of mineral resource assets and assets 
located outside of the North American continent and the 
countries of the European Economic Community be required 
to be reported on a comparative basis (i.e. for the current 
year and the prior year) beginning with fiscal years ending on 
or after December 25, 1977? 

Interpretive Response 

The staff would strongly encourage but not require the 


presentation of comparative data in the first year the 
replacement cost data must be presented for such assets 


10. Applicability of Rule 
d. Size Test 
Facts 


The provisions of Rule 3-17 do “not apply to any person 
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where the total of inventories and gross property, plant and 
equipment (i.e., before deducting accumulated depreciation, 
depletion and amortization) as shown in the consolidated 
balance sheet at the beginning of the most recently com- 
pleted fiscal year is less than $100 million or where the total 
of inventories and gross property, plant and equipment is 
less than 10 percent of the total assets of the person as 
shown in the consolidated balance sheet at the beginning of 
the most recently completed year.” 


Question: 


In determining whether an entity has inventories and gross 
property, plant and equipment which aggregate $100 
million, is land included? Are non-capitalized financing 
leases included? 


Interpretive Response: 


Land is included when determining whether an entity has in- 
ventories and gross property, plant and equipment which 
aggregate $100 million. However, the replacement cost of 
land, unless consumed in the productive process, is not re- 
quired to be disclosed. 


Non-capitalized financing leases are not included when 
determining whether an entity has inventories and gross 
property, plant and equipment which aggregate $100 
million; however, Rule 3-17(c) does require the replacement 
cost data related to financing leases to be included in the 
replacement cost of productive capacity if an entity is re- 
quired to disclose replacement cost data 
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Litigation Release No. 7312A/June 16 1976 


SEC v. TEX-A-CHIEF, INC. ET AL 
N/D of Texas 
Dallas Division 


Richard M. Hewitt, Administrator of the Fort Worth Regional 
Office of the Securities and Exchange Commission today an 
nounced that Federal District Judge Robert M. Hiil, Dallas, 
Texas, had entered orders of permanent injunction enjoining 
Shelby Phillip Merkatz a/k/a Phillip Shelby Merkatz and 
Commonwealth Commodities Corporation both of Phoenix, 
Arizona; David C. McCord, Texas Western Mining, Milling 
and Processing Corporation and Tex-A-Chief, Inc. all of 
Dallas; Frank Reagan and International Commodities Ser- 
vices, Inc. both of Troy, Michigan; and William C. Rohlmeier 
of Norman, Oklahoma from violations of the registration and 
anti-fraud provisions of the federal securities laws in connec- 
tion with the sale of investment contracts in the form of pur- 
ported call options for silver bullion issued by Tex-A-Chief, 
Inc. All the defendants consented to the entry of permanent 
injunction without admitting or denying the allegations of 
the Commission's complaint. 
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The Commission's complaint, which was filed on December 
8, 1975, alleged that the defendants sold purported call op- 
tions for silver bullion to approximately 85 investors located 
in California, Arizona, Missouri, Ohio, Michigan and 
Nebraska. The purported options were based on Tex-A- 
Chief, Inc.'s ability to extract silver through the application of 
a purported secret process from low grade graphitized schist 
ore located on property near Llano, Texas. The Com- 
mission's complaint alleged that the secret process is a hoax 
and that the monies received from investors were converted 
to the use of the defendants. 


Shelby Phillip Merkatz and Commonwealth Commodities 
Corporation, who sold purported options in the Phoenix, 
Arizona area were enjoined on February 17, 1976 by Judge 
Hill. David C. McCord, Texas Western Mining, Milling and 
Processing Corporation and Tex-A-Chief, Inc. who partici- 
pated in the issuance of all purported options, were enjoined 
on February 19, 1976 by Judge Hill. Frank Reagan and 
International Commodities Services, Inc., who sold pur- 
ported options to investors in the Detroit, Michigan area and 
defendant William C. Rohlmeier, who sold purported options 
to investors in the Omaha, Nebraska area were enjoined on 
February 27, 1976 by Judge Hill. 


For further information see Litigation Release Nos. 7205 
and 7278. 





Litigation Release No. 7439/June 11, 1976 


UNITED STATES v. THOMAS E. HILL 
and HUEY P. STROTHER (WD/LA.) 


Richard M. Hewitt, Administrator of the Fort Worth Regional 
Office of the Securities and Exchange Commission, and 
Donald E. Walter, United States Attorney for the Western 
District of Louisiana, today announced that on June 4, 1976 
Thomas E. Hill, Blanchard, Louisiana, and Huey P. Strother, 
Shreveport, Louisiana, entered pleas of guilty before Federal 
District Judge Tom Stagg at Shreveport to a one-count In- 
formation charging Hill and Strother with fraud in the offer 
and sale of fractional undivided working interests in 
Louisiana oil and gas leases issued by E & H Oil Company, 
Inc. of Shreveport. 


Both Hill and Strother were released on their own personal 
recognizance. No date was set for sentencing by Judge 
Stagg. 


For further information see Litigation Release Nos. 6957 
and 7030 


Litigation Release No. 7440/June 11, 1976 


SEC v. Servotronics, Inc. and Munro Games, Inc. 
(D..D.C. Civil Action No. 76-1004) 


The Securities and Exchange Commission (‘Commission’) 
announced the filing of a Complaint in the United States 
District Court for the District of Columbia on June 8, 1976 
seeking a Court order directing Servotronics, Inc. (’’Ser- 
votronics”) and Munro Games, Inc. (“Munro’’) to comply 
with the reporting provisions of the Securities Exchange Act 
of 1934, and seeking a permanent injunction against such 
further violations. Servotronics and Munro both have their 
principal executive offices in Buffalo, New York. Ser- 
votronics owns 80.3% of the outstanding voting securities of 
Munro. According to the Commission's Complaint, both Ser- 
votronics and Munro have failed to file with the Commission 
their annual reports on Form 10-K for their fiscal years end- 
ed December 31, 1975, and their quarterly reports on Form 
10-Q for their fiscal quarters ended March 31, 1976. 





Litigation Release No. 7441/June 11, 1976 


United States v. Robert C. Cunningham, a/k/a, Bobbie C. 
Cunningham 


Samuel K. Skinner, United States Attorney for the Northern 
District of Illinois, Eastern Division, H.D. Litteral, Postal 
Inspector in Charge, Chicago, Illinois, and William D. 
Goldsberry, Regionai Administrator of the Chicago Regional 
Office, announced the return of an 18 count indictment on 
June 3, 1976 by a Federal Grand Jury at Chicago, Illinois 
against Robert C. Cunningham, a/k/a, Bobbie C. Cun- 
ningham of Chicago, an officer, director and controling 
shareholder of Damon Security Investments Company, Inc., 
a registered investment adviser, formerly operating in 
Chicago. 


The indictment charges the defendent Cunningham with 
violations of the anti-fraud provisions of the Investment Ad- 
visers Act of 1940, the custody and possession Rule 
thereunder, making a false filing in violation of the Advisers 
Act, the mail fraud statute, the false filing provisions of Title 
18, U.S.C. Section 1001, and fraud in the use of interstate 
radio communications. 


in substance, the indictment charges that Cunningham, from 
about June, 1971 through about June, 1976, engaged ina 
scheme and artifice to defraud and obtain money and 
property from clients. The indictment charges, as part of the 
scheme and artifice to defraud, the defendent Cunningham 
made false and fraudulent representations including that: 1) 
clients’‘funds would be invested in stocks and other 
securities, 2) that the defendant Cunningham's firm insured 
and guaranteed investors’ funds against !oss, 3) that clients 
could at any time, upon request, obtain the return of their in- 
vestmenis, and 4) that clients would receive monthly 
statements of their accounts which would accurately reflect 
the investments made for them 


The indictmet further charges that as part of the scheme to 
defraud the defendent Cunningham never intended to return 
to clients their initial funds. It was alleged that in order to lull 
investors and to conceal the fraudulent nature of the 
scheme, Cunningham caused to be mailed to them 
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fraudulent statements reflecting fictitious increases in their 
accounts and non-existent stock transactions and holdings. 
It was also alleged that as part of the scheme Cunningham 
transferred funds from the corporate checking accounts to 
his own personal use. 


The indictment further charges that as part of the scheme 
and artifice to defraud, Cunningham violated the custody 
and possession Rule under the anti-fraud provisions of the 
Advisers Act in that he failed to have a surprise examination 
by an independent accountant once each year to verify 
clients’ funds and securities in his custody and possession 
and to file with the Securities and Exchange Commission a 
certificate of such accountant describing the nature and ex- 
tent of such examination. 


The indictment further charges that as part of the scheme to 
defraud the defendant Cunningham filed a false application 
for registration as an investment adviser for the Damon firm 
and another false document with the Securities and Ex- 
change Commission. Such documents, the indictment 
charges, falsely represented that neither Cunningham’s firm 
nor any person associated with the firm had access to or 
custody of clients’ funds or securities. 


In addition, the indictment charges that as part of the 
scheme to defraud the defendent Cunningham placed adver- 
tisements on radio networks and in publications to cause in- 
vestors to invest money with the firm. 


The indictment is a product of a joint investigation con- 
ducted by the Securities and Exchange Commission and the 
United States Postal Inspection Service. 


For additional information, see Litigation Release No. 5999. 





Litigation Release No. 7442/June 14, 1976 


S.E.C. v. Raywood Placers, Ltd., et al. 
(E.D. Wash. Civil Action No. 4029) 


Jack H. Bookey, Regional Administrator of the Seattle 
Regional Office of the Securities and Exchange Commission, 
announced today that on May 19, 1976, the Honorable 
Marshal A. Neill, U.S. District Judge for the Eastern District 
of Washington signed an order permanently enjoining Mar- 
vin Judd and Ivan Todd, both of Vancouver, British Colum- 
bia, and Passport Mines, Ltd., a Canadian corporation from 
further violations of the registration and anti-fraud provisions 
of the Securities Exchange Act of 1934 in connection with 
the purchase and sale of securities of Raywood Placers, Ltd., 
Passport Mines, Ltd., or any other securities. 


The judgment came after a two day trial on the merits held 
March 30 and 31, 1976. All the other defendants named in 
the complaint had previously been enjoined by consent 
decrees. (F’ further information see Litigation Release Nos 
6182, 6225, 6241 and 6396.) 
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Litigation Release No. 7443/June 15, 1976 


SECURITIES AND EXCHANGE COMMISSION v. THE 
FIRESTONE TIRE &RUBBER COMPANY, et al., (United 
States District Court for the District of Columbia) Civil Ac- 
tion No. 76-1064 


The Securities and Exchange Commission today announced 
the filing of a Complaint in the United States District Court 
for the District of Columbia against The Firestone Tire & 
Rubber Company (‘Firestone’), Robert P. Beasley 
(“Beasley”), formerly Executive Vice President and Vice- 
Chairman of the Board of Directors of Firestone and Ray- 
mond C. Firestone (‘Raymond Firestone’), Chairman of the 
Board of Directors of Firestone and formerly Chief Executive 
Officer. 


The Commission also announced that the Court entered a 
Judgement of Permanent Injunction restraining and enjoin- 
ing Firestone, Beasley and Raymond Firestone from 
violations of the anti-fraud, reporting and proxy provisions of 
the Securities Exchange Act of 1934 (‘Exchange Act”) and 
ordering certain other relief. Firestone, Beasley and Ray- 
mond Firestone consented to the entry of the Court’s Judge- 
ment and Order without admitting or denying the allegations 
in the Complaint. 


The Commission's Complaint alleges violations of the anti- 
fraud, reporting and proxy solicitation provisions of the Ex- 
change Act. As part of this violative conduct, the Commis- 


‘sion charged that improper and illegal payments, totalling in 


excess of several hundred thousand dollars were made. The 
Commission alleged that from sometime prior to 1958 until 
May 1973, Firestone maintained a program whereby it 
utilized corporate funds to make unlawful political con- 
tributions. Between November 1970 and May 1973, 
Firestone contributed approximately $330,000 to can- 
didates for federal, state and local ofices. The Complaint also 
alleges Firestone’s participation in a payment to the 
manager of a Mexican industry trade association whereby 
Firestone paid $39,600 in connection with the tire manufac- 
turers’ attempt to obtain approval from the Mexican govern- 
ment for a price increase. 


The Complaint additionally alleges improper payments to of- 
ficials of various foreign governments, falsification of cor- 
porate books and records, the maintenance of funds not 
reflected on the corporate books and records, violations of 
foreign exchange control or import regulations, and the filing 
of materially false and misleading annual and periodic 
reports with the Commission. 


In addition to the entry of the Order of Permanent Injunction 
against Firestone, Beasley and Raymond Firestone, certain 
ancillary relief was ordered by the Court and undertaken by 
Firestone, including the following: 


(1) An order enjoining Firestone, Beasley and Ray- 
mond Firestone from using or aiding and abetting the 
use of corporate funds of Firestone or any of its af 
filiates or subsidiaries for uniawful political con- 
tributions, or other similar unlawful purposes: 


(2) An order enjoining Firestone from making or caus- 
ing to be made any materially false or fictitious entries 
in the books and records of Firestone, its affiliates, or 
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subsidiaries, or establishing, maintaining, or causing to 
be established or maintained any secret or unrecorded 
fund of corporate monies or other assets, or making or 
causing to be made any payments or disbursements 
thereof; 


(3) An order compelling Firestone to maintain ac- 
curate books and records and accurate supporting 
documentation for all transactions entered in the 
books and records of Firestone concerning a number 
of matters, and to provide the Commission with con- 
tinuing access to such documentation; and 


(4) The continuation of an extensive investigation 
currently being conducted by Firestone’s Audit 
Comittee, consisting of three independent members of 
Firestone’s Board of Directors. The Committee has 
been authorized to conduct an extensive investigation 
into (a) the use of corporate funds for unlawful political 
contributions, gifts, entertainment or other dis- 
bursements for similar improper purposes; (b) im- 
proper payments to foreign government officials or 
employees; (c) the establishment and maintenance of, 
and transactions in, any secret or unrecorded funds; 
(d) the use of agents and consultants for unlawful or 
improper purposes; and (e) such other matters as may 
be revealed during the course of the investigation. The 
Audit Committee has retained the Chicago law firm of 
Kirkland & Ellis as Special Counsel and Price 
Waterhouse & Co. as Special Auditors to assist in the 
investigation. 


The Report of the Audit Committee shall be submitted to the 
Court and the Commission. In addition, the Board of Direc- 
tors shall independently review the Report and will take such 
action as deemed appropriate by those members of the 
Board found by the Audit Committee not to be involved in 
the transactions and activities alleged in the Commission's 
Complaint. The Report shall also be filed with the Commis- 
sion as an Exhibit to a Current Report on Form 8-K for the 
month in which the Report is submitted to Firestone’s Board 
of Directors. 


The Commission reserves the :.ght to seek such further relief 
as may be necessary or appropriate to insure that Firestone 
has complied with and has implemented the Court's decree 
and Firestone’s various undertakings. 





Litigation Release No. 7444/June 16, 1976 
SEC v. FIRST NATIONAL CORPORATION, ETAL (S/D TEX.) 


Richard M. Hewitt, Administrator of the Fort Worth Regional 
Office of the Securities and Exchange Commission, today 
announced that on June 3, 1976 Federal District Judge 
Woodrow Seals in Houston, Texas entered orders of perma- 
nent injunction against Donald F. Roberts and Julian M. 
Riley, both of Kansas City, Missouri. Roberts and Riley con- 
sented to the orders without admitting or denying the 
allegations in the Commission's complaint which was filed 
January 10, 1973. 


Following a hearing on April 19, 1976, Judge Seals entered 
judgements denying the Commission relief with respect to 
Robert L. Moody, Galveston, Texas and John A. Vertullo, 
Rancho Santa Fe, California. 


On April 15, 1976 Judge Seals entered an order dismissing 
First National Corporation and First National Life Insurance 
Company, both of Houston. In entering the judgments and 
orders of dismissal, Judge Seals stated that the Commission 
was not entitled to its prayer of relief because there was no 
reasonable likelihood that the defendants would engage in 
violations of the Securities Exchange Act in the future. 


The Commission's complaint alleged that the defendents 
violated the antifraud provisions of the Securities Exchange 
Act of 1934 in connection with the purchase and sale of 
common stock of First National Corporation, a holding com- 
pany whose principal subsidiary is First National Life In- 
surance Company. The complaint alleged that the defen- 
dants made misrepresentations and omitted to state 
material facts in connection with a scheme of purchasing 
and selling control of First National Corporation by using the 
life insurance company’s assets to affect the transfer of the 
controlling shareholder interest. 


For further information see Litigation Release Nos. 5692, 
5707, 5851, 6103 and 6213. 





Litigation Release No. 7445/June 16, 1976 


SEC v. Management Dynamics, Inc., et al. 
73 Civ. 2642 (RLC), (S.D.N.Y. 1973) 


William D. Moran, Administrator of the New York Regional 
Office, announced that on April 28, 1976 the Honorable 
Robert L. Carter, United States District Judge, Southern 
‘District of New York, signed Final Judgments of Permanent 
Injunction against A.J. Carno Co., Inc. (“Carno”’), Anthony 
Nadino (‘“Nadino’), and William N. Levy (“Levy”), 
defendents in the Commission's action against Management 
Dynamics, Inc. ("MD") and 17 others. 


Levy was permanently enjoined from further violations of the 
registration and anti-fraud provisions of the Securities Act of 
1933 and Securities Exchange Act of 1934 with respect to 
the securities of MD or any other securities, and Carno and 
Nadino were permanently enjoined from further violations of 
the anti-fraud provisions of the federal securities laws as to 
the securities of MD or any other securities. 


Each defendent consented to the permanent injunction 
without admitting or denying the allegations of the Com- 
mission’s complaint, except that Levy admitted as true the 
findings of the United States District Court and Court of 
Appeals in this matter, and Carno and Nadino admitted as 
true the Opinion in the United States District Court, as af- 
firmed in part and vacated in part, by the Court of Appeals. 
(See, SEC v. Management Dynamics, Inc. 1973-74 CCH 
Fed. Sec. L. Rep. para. 94,468 (S.D.N.Y. 1974), aff'd in part, 
515 F.2d 801 (2d Cir. 1975). This matter has now been 
concluded against all defendents. 


SEC DOCKET/921 








For further information, see Litigation Release Nos. 5933, 
6242, 6343, 6584, and 7173, and Securities Exchange Act 
Release Nos. 9904, 10047, 10684, 11085 and 11901. 





Litigation Release No. 7446/June 16, 1976 


U.S. v. EDWARD A. WHITE and WHITE CAPITAL CORP., 
U.S. D.C., E.D. of Mo., E. Div., No. 75-348 ccr. 


William D. Goldsberry, Administrator of the Chicago 
Regional Office of the Securities and Exchange Commission, 
and Liam S. Coonan, Attorney in Charge of the St. Louis 
Organized Crime and Racketeering Section, Department of 
Justice, announced that on June 3, 1976, after a two week 
trial, Edward A. White, of St. Louis, Mo., was found guilty of 
three counts of an indictment which charged him with (1) 
conspiracy to violate the federal securities laws, the bank 
fraud, mail fraud and wire fraud statutes, and the statute 
prohibiting the transportation of monies taken by fraud; (2) 
bank fraud and (3) perjury. White Capital Corporation, wholly 
owned by White, was also convicted of conspiracy. White 
had been accused of a scheme to defraud a Swiss citizen in 
connection with the purchase of shares of Micromation 
Technology, Inc., and of Mis-use of debentures of Swiss 
Enterprise Corporation of Delaware in connection with ob- 
taining bank loans and extensions of bank loans. The indict- 
ment also charged that White gave a materially false state- 
ment to a federal grand jury investigating the matter. White 
was acquitted on one count of wire fraud. 


The indictment was the result of an investigation conducted 
jointly by the Organized Crime Task Force, the Federal 
Bureau of Investigation, and the Securities and Exchange 
Commission. 


The case was tried by John R. Birkby, Special Attorney of 
the Organized Crime Task Force, and Joan M. Fleming, 
Special Counsel of the Commission’s Chicago Regional Of- 
fice who was appointed Special Attorney, Justice Depart- 
ment, before the Hon. John F. Nangle, Judge of the U.S. 
District Court for the Eastern District of Missouri, Eastern 
Division, in St. Louis. 


Edward A. White has also been named as a defendant in a 
second indictment which contains 12 counts of mail fraud 
and securities fraud. That case is set for trial on July 19, 
1976, in St. Louis. 





Litigation Release No. 7447/June 16, 1976 


SEC v. PHOENIX ENERGY COMPANY, ET AL 
(SD/TEX.) 


Richard M. Hewitt, Administrator of the Fort Worth Regional 


922/SEC DOCKET 


Office of the Securities and Exchange Commission, today 
announced that Federal District Judge Woodrow Seals at 
Houston, Texas entered orders on June 3, 1976 permanent- 
ly enjoining Arthur John Sfondrini, South Salem, New York 
and Nuenco, Ltd., New York, New York from violations of 
the securities registration provisions of the federal securities 
laws. On April 23, 1976 Judge Seals entered an order per- 
manently enjoining Susan Raisman, Smithtown, New York. 


The Commission's complaint filed on March 11, 1976 alleg- 
ed that Nuenco, Ltd., Sfondrini and Raisman violated the 
securities registration provisions in connection with the 
offering and selling of interests in limited partnerships 
organized by Phoenix Energy Company and Roger H. Evans, 
both of Houston. The limited partnerships invested in oil and 
gas drilling and development programs. The complaint alleg- 
ed that Nuenco, Ltd., Sfondrini and Raisman acted as com- 
mission selling agents engaged in the promotion and dis- 
tribution of the unregistered securities. 


Nuenco, Ltd., Sfondrini and Raisman consented to the entry 
of the orders of permanent injunction without admitting or 
denying the allegations in the complaint. 


For further information see Litigation Release No. 7329. 





Litigation Release No. 7448/June 16, 1976 


SEC v. REAL International, U.S.A., Inc., et al. 
(E.D. Va., Alex. Div., Civil Action No. 75-887-A) 


Paul F. Leonard, Administrator of the Washington Regional 
Office, today announced that on June 1, 1976, the 
Honorable Oren R. Lewis, entered Final Judgements per- 
manently enjoining Milton Adams of Brooklyn, New York, 
and Charles Greenburg of Baldwin, New York. 


The orders to which the defendents consented, without ad- 
mitting or denying the allegations of the Commission's 
Complaint, permanently enjoin the defendents from further 
violations of the anti-fraud and registration provisions of the 
Securities Act of 1933 and the anti-fraud provisions of the 
Securities Exchange of 1934 in connection with the offer 
and sale of securities in the form of investment contracts, 
namely interests in Spanish real property variously coupled 
with rental-management, leaseback and repurchase 
agreements marketed by REAL International, U.S.A., Inc., 
REAL International North America, Univest Resources Ltd., 
and REAL International Holding Co., or any securities of any 
other issuer. 


The Complaint alleged that the defendants, both managers 
of REAL International U.S.A.’s New York sales office, made 
false and misleading statements, including that REAL Inter- 
national Holding Company had a long and successful history 
of development, building and management of resort proper- 
ties; that rental income from the properties in question 
averaged 15-20% yearly; and that REAL International 
Holding Co. and affiliates owned the properties which it sold 
to investors. 
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For further information see Litigation Release Nos. 7217 
and 7427. 





Litigation Release No. 7449/June 16, 1976 


SEC v. PRE-BU/ILDER LAND CORPORATION, et al. 
(U.S.D.C. Civil Action No, 76-1828-F) 


Gerald E. Boltz, Administrator of the Los Angeles Regional 
Office, today, announced that on June 8, 1976 the Commis- 
sion filed a complaint in the U.S. District Court in Los 
Angeles, California against Pre-Builder Land Corporation 
(PBL). Pre-Builder Land Research Corporation (PBL 
RESEARCH), Pre-Builder Land Management Corporation 
(PBL MANAGEMENT), Pre-Builder Land Financial Corpora- 
tion (PBL FINANCIAL), Pre-Builder Land Resale Corporation 
(PBL RESALE), Pre-Builder Land International Ltd., (PBL 
INTERNATIONAL), Arandas, Inc. (ARANDAS), Denton 
Farms, Inc. (DENTON), Scholl Farms Company, (SCHOLL), 
Melody Farms and Cattle Co. (MELODY) California, Nick 
Troy (TROY), Robert Koepple (KOEPPLE) and Leslie Dahl 
Gleave (GLEAVE), all of Los Angeles, California. 


The Commission's complaint seeks an injunction against all 
defendents from further violations of Sections 5(a) and 5(c) 
of the Securities Act of 1933 (Registration Requirement) 
and Section 17(a) of the Securities Act of 1933 and Section 
10(b) of the Securities and Exchange Act of 1934, (Anti- 
fraud Provisions). The complaint also seeks a court order 
requiring defendents to disclose to all investors who have 
purchased interests through the PBL investment program 
the true nature of the PBL operation and the nature of TROY, 
KOEPPLE and GLEAVE’S beneficial interest in the property 
sold to the investor. 


The Commission's complaint alleged that the defendants are 
engaged in a fraudulent scheme to sell unregistered 
securities in the form of participations in their investment 
program, and sold these investments throughout the United 
States for a total consideration of about $18,000,000. The 
defendants promote this as a comprehensive investment 
program in which the participants can rely on PBL to per- 
form research, select, manage, monitor and resell in- 
vestments in real property. The complaint charged that the 
participants rely on these representations to realize profit on 
their investment and also rely on PBL in that they are unable 
to resell their investment except through PBL. The complaint 
charged that investors rely on PBL to realize a profit in that 
PBL controls the investment groups and _ initially sells 
properties at such inflated prices that they can only resell 
through PBL to another investor. 


The defendants were also alleged to use nationwide adver- 
tising, seminars and salesmen to find investors and to 
promote a false image of their business. 


According to the complaint, the defendants acquire real 
property through secretly owned corporations (ARANDAS, 
MELODY, SCHOLL a e DENTON) and sell it to their in- 
vestors at greatly inflated prices. 


Litigation Release No. 7450/June 16, 1976 


SEC v. Lincoln Thrift Association, et al. 
(D. Ariz. Civil Action No. 75-796-WEC-PHX) 


Gerald E. Boltz, Administrator of the Los Angeles Regional 
Office, announced that on May 7, 1976, the Honorable 
Walter E. Craig of Phoenix, entered an order of permanent 
injunction against Robert H. Fendler, Lincoln Thrift Associa- 
tion, Lincoln Leasing Corporation, and Omaha Suety Cor- 
poration of America, all of Phoenis, Arizona, and U.S. Thrift 
Association and U.S. Thrift Leasing Corporation of Tucson, 
Arizona, from future violations of the anti-fraud provisions of 
the Securities Act of 1933 and the Securities Exchange Act 
of 1934 and Commission rules thereunder. The order further 
provides that the temporary receiver previously appointed by 
the Court may be replaced by an independent board of 
trustees and special counsel. Defendants, without admitting 
or denying the allegations of the complaint, consented to the 
entry of the order. 


For further information see Litigation Release No. 7199. 





Litigation Release No. 7451/June 16, 1976 


S.E.C. v. Lawrence N. Hurwitz, et al. (U.S. District Court, 
District of Columbia) 76-1072 


The Securities and Exchange Commission (“Commission”) 
today announced the filing of a complaint in the United 
States District Court for the District of Columbia against 
Lawrence N. Hurwitz (‘Hurwitz’), Norman Raskin 
(Raskin), Milton Kean (“Kean”), Computer Power Inter- 
national Corporation (CPI), and American Leisure Ser- 
vices, Inc. (“ALS”). The complaint alleges that Hurwitz mis- 
applied $1,240,800 of CPI funds to personally purchase a 
majority interest in Republic Bank of San Antonio, that 
Hurwitz misapplied $100,000 of CPI funds to personally 
purchase control of ALS, that Hurwitz misapplied $50,000 
of ALS funds to make a loan payment on behalf of CPI, and 
that all of the defendants failed to file and filed with the 
Commission, and disseminated or caused to be dis- 
seminated to CPI and ALS shareholders, false and mis- 
leading reports which failed to describe or did not accurately 
describe such transactions, in violation of the anti-fraud and 
reporting provisions of the federal securities laws. The com- 
palint also alleges that Hurwitz misapplied at least $250,- 
000 of Aberdeen Petroleum Corporation (‘Aberdeen’) by 
placing such funds in non-income producing demand 
deposit bank accounts as compensating balances for loans 
to Hurwitz and Hurwitz-related companies, and caused 
Aberdeen to file and disseminate false and misleading 
reports and proxy materials, which failed to disclose such 
transactions, in violation of the anti-fraud, reporting, and 
proxy provisions of the federal securities laws. 


Hurwitz, Raskin, CP] and ALS consented, without admitting 
or denying the allegations, to the entry of Judgments per- 
manently enjoining them from further violations of the anti- 
fraud provisions of the federal securities laws, and all defen- 


SEC DOCKET/923 








dants consented to be enjoined from further violations of the 
reporting provisions. Hurwitz consented to be enjoined from 
further violations of the proxy provisions. 


Hurwitz also agreed to be ordered to reimburse CPI $716.,- 
327 plus accrued interest over a period of time, to account 
for all transactions between Hurwitz and Hurwitz-related 
companies, on the one hand, and CPI, ALS, and Aberdeen 
on the other hand, to issue an irrevocable voting proxy 
through April 30, 1980, or until all of Hurwitz’ debts to CPI 
and ALS are paid in full, whichever occurs later. over all CPI 
and ALS shares owned by Hurwitz to an independent proxy 
holder, and to be prohibited from engaging in any transac- 
tions with CPI, ALS or ther successors, other than repay- 
ment of monies owed, and from binding CPI, ALS and their 
successors to any contracts, agreements, transactions, or 
other corporate acts, through April 30, 1980, or until all of 
Hurwitz’ debts to CPI and ALS are paid in full, whichever oc- 
curs later. 


Hurwitz, Raskin and Kean agreed to be enjoined from ser- 
ving as officers or directors of CP! and ALS, and to 
cooperate with CPI and ALS in preparing and filing with the 
Commission required and amended or corrected reports, 
which CPI and ALS are ordered to file. 


In addition, Kean, a lawyer, has resigned from practicing or 
appearing before the Commission, and the Commission has 
accepted his resignation. 





Litigation Release No. 7452/June 17, 1976 


S.E.C. v. CAPITAL PLANNING ASSOCIATES, INC., et al. 
(N.D. CA) 


Gerald E. Boltz, Regional Administrator of the Los Angeles 
Regional Office, and Michael J. Stewart, Acting Associate 
Regional Administrator of the San Francisco Branch Office 
announced the filing of a Complaint in the United States 
District Court for the Northern District of California on June 
11, 1976, against Capital Planning Associates, Inc. 
(“Capital”) and Capital Planning Securities Co., Inc. (‘Capital 
Securities”), both of San Rafael, California; Delger Corpora- 
tion (““Delger’’), Novato, California, National Real Estate 
Fund (“National’’), a real estate investment trust which has 
its principal place of business in San Francisco, California; 
Thomas A. Sartain, Sr. ("Sartain’), James D. Lang, Jr. 
(“Lang”), and Michael J. Scotto (‘Scotto’), all of Novato, 
California; Leroy G. von Schottenstein (‘von Schottenstein’’) 
of Orinda, California; and Michael M. Manning (“Manning”) 
of Mill Valley, California, alleging violations of the registra- 
tion and anti-fraud provisions of the Securities Act of 1933 
and the anti-fraud provisions of the Securities Exchange Act 
of 1934. National, Sartain, von Schottenstein, and Manning 
are also charged with violations of and aiding and abetting 
violations of the reporting provisions of the Securities Ex- 
change Act of 1934. The Complaint seeks preliminary and 
permanent injunctions against all defendants as well as an- 
cillary relief in the form of a Special Counsel for National. 


The Commission's Complaint alleges that Capital, Capital 
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Securities, Delger, Sartain, Lang, and Scotto, aided and 
abetted by National, von Schottenstein, and Manning, 
violated Sections 5(a) and 5(c) of the Securities Act of 1933 
in connection with the offer and sale of securities in the form 
of limited partnership interests. The Complaint further 
alleges that Defendants Capitai, Capital Securities, Delger, 
Sartain, Lang, and Scotto made false and misleading 
statements and omitted to state material facts to investors 
in these limited partnerships concerning, among other 
things, (1) that Capital and its representatives would provide 
complete financial advice and counseling; (2) that projec- 
tions of income and expenses being supplied to investors did 
not have a reasonable basis in fact; (3) affiliations of defen- 
dants which gave rise to actual or potential conflicts of in- 
terest; (4) that Capital could not be removed as the general 
partner of various partnerships without National's consent; 
(5) that partnership funds were commingled and that no 
current or accurate records reflecting receipts or dis- 
bursements were being maintained; (6) the financial 
background and operating history of seller-lessees of the 
partnership properties; and (7) the state of development of 
certain partnerships properties. 


The Complaint also alleges that National and its trustees 
Sartain, von Schottenstein, and Manning made false and 
misleading statements and omitted to state material facts in 
connection with the offer and sale of certificates of 
beneficial interest in National. Such misrepresentations and 
omissions included, among other things, (1) that Sartain was 
a controlling shareholder in Capital; (2) that von Schottens- 
tein and Manning received compensation for professional 
services rendered to Capital and its affiliates; (3) that 
National purchased partnership interests only in 
partnerships of which Capital or an affiliate was the general 
partner; (4) that investments were made contrary to policies 
announced in National's offering circulars; (5) that manage- 
ment fees and commissions were prepaid to Capital and its 
affiliates primarily for the benefit of limited partners other 
than National; (6) that National failed to adopt by-laws 
which would enable security holders to elect new trustees; 
(7) that cash and stock distributions were made by National 
out of capital rather than earnings; and (8) that most of the 
partnership property investments were operated on a sale 
leaseback basis which made income dependent on the con- 
tinued economic viability of certain seller-lessees. 


In addition, National is charged with violations of Section 
13(a) of the Securities Exchange Act of 1934 and Rules 
13a-1, 13a-11, and 13a-13 thereunder, in connection with 
its failure to file required annual, quarterly, and interim 
reports. Sartain, von Schottenstein, and Manning are alleged 
to have aided and abetted these violations. 


On June 11, 1976, the Honorable Spencer Williams, United 
States District Judge for the Northern District of California, 
entered an order permanently enjoining the Defendant 
National from further violations of the registration, reporting, 
and anti-fraud provisions of the federal securities laws. 
Judge Williams further ordered the Defendant National to 
file its delinquent annual, quarterly and interim reports by 
August 15, 1976. The Judgment and Order also appointed 
Frederick S. Wyle, Esq., 111 Pine Street, San Francisco, 
California, as Special Counsel on behalf of the security 
holders of National. Mr. Wyle is directed to cause National 
to provide current financial information to security holders 
and the Commission; to cause National to hold an annual 
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meeting; to conduct an investigation of the financial viability 
of National and any legal claims available to it; to file a 
report and recommendation with the Court within 45 days; 
to assure National's compliance with the federal securities 
laws; and to take, with the Court's approval, such further ac- 
tion as is in the best interests of National's security holders 
and the public. 
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The above Order was consented to by National without ad- 


mitting or denying the allegations of the Commission's 
Complaint. 
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